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ing is only one service of many. 


of illumination—now a few cents a day may buy anything 
from cooking to cleaning, radio to refrigeration, washing, 
ironing, cooling, heating, time, temperature—or even sun- 
light’s helpful elements. Behind the mere enumeration of 
“kilowatt hours” there are many useful and varied services 
of increasing benefit and savings to the public 


If the monthly electric service bill of a typical customer 
using an ordinary variety of household appliances were 
rendered like a bill for groceries and other items in the 
family budget, it would be similar to the bill reproduced 
on the left, based upon the national average residential 
electric rate of *5.8 cents per kilowatt hour. 

The average residential rate in the territory served 

by The Commonwealth Southern System is 

nearly 9% lower than the national average. 
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Corporation 
* National Electric Light Association figures—1931 
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I: used to be called a “light bill.” Today, with all the 


electric conveniences and helps about the home, light- 


Where one formerly paid for a few lights and a few hours 














To the President of a 
Dividend-Paying Corporation: 


Why should you publish your dividend 
notices in The Magazine of Wall Street? 


You will reach the greatest number of 
potential Stockholders of record at the time 


when they are perusing our magazine, 


seeking sound securities to add to their 
holdings. 


By keeping them informed of your divi- 
dend action, you 


create the maximum 
amount of good will for your Company 


which will result in wide diversification of 


your securities among these 


influential 
investors. 


Place The Magazine of Wall Street on the 





list of publications carrying your next divi- 
dend notice! 
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INVESTMENT 9O BROAD ST. 
MANAGEMENT 
SERVICE 


NEW YORK, NY. 


An open letter — 


TO INVESTORS WHO HAVE DECIDED TO SIT TIGHT 


Many investors believe that their security holdings have 
depreciated to such an extent that their only course of 
action is to hold on to what they have and wait for re— 
covery. The fallacy of this reasoning is now apparent 
to stockholders of those companies which have gone into 
receivership during the past few months. The portion 
of their capital invested in such companies may never be 
regained. 


It is quite possible that some of the securities you are 
holding for ultimate recovery may never recover. Still 
you have an opportunity to regain your capital, despite 
the fact that you may have a substantial loss —— but only 
if it is reinvested in securities offering definite possi- 
bilities for recovery. 


If you will send us a list of the securities in your 
portfolio for our study we shall be glad to tell you how, 
through our personalized counsel, we can assist you in” 
avoiding unnecessary losses. We will also explain how 
we can help you in more speedily building up and main- 
taining the value of your invested capital! as well as 
your income. 


There will be no obligation, and the information you 
submit will be held in absolute confidence. Just send 
us your list, designate the amount of cash available for 
additional investment, and acquaint us with your invest— 
ment requirements and objectives. 


DIVISION OF 
thM AGAZINE 
@/WALL STREET 
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Tri- 
Weekly 
Stock 
Letter 


contains short, perti- 
nent market comment 
on active securities and 
possible future market 
movements. 


Mailed free on request. 


Ask for M. W. 530 


JohnMuir&@ 


Members 
New York Stock Exchange 


39 Broadway New York 


Branch Office—11 West 42nd St. 




















‘CANADA DRY" 


Ginger Ale, Incorporated 
A Delaware Corporation 


Dividend Notice 


At the meeting o” the Board of Directors 
of Canada Dry Ginger Ale, Incorporated, 
held June 20, 1932, a regular quarterly 
dividend of thirty cents ($.30) per share 
was declared, payable July 15, 1932, to 
stockholders of record at the close of busi- 
ness July 1, 1932. 


R. W. SNOW, Secretary 
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“Financial 
Independence 


at Fifty” 


successful plans for in- 
vestment and _ semi-investment 
through which you may become 
financially independent without 
taking chances or depending 
upon luck. Shows how to budget 
your income; to finance a home; 
and the kind of insurance most 
profitable. It will tell you how 
to save and still get the most out 
of life as you go along. 


231 pages. Illustrated with tables 
and charts, replete with examples 
and suggestions. Richly bound in 
imitation Morocco, dark blue flex- 
ible fabrikoid, lettered in im- 
pressed gold. 


PARTIAL CONTENTS 


Two Plans Suggested for Initial 
Accumulation. — The Preferred 
Stocks.—Judging a Good Bond. 
—The Six Ages of Investment.— 
In - and - Out - of - Season Invest- 
ments.—Insurance for Assurance. 
—The Expectation of Life— 
Women’s Sphere in Investments 
—The Professions and Their In- 
vestments—The Case of the 
Cautious Investor. — Assuming 
theRisk Involved.—Group Invest- 
ment.—The Six Per Cent Bridge. 
—Plans for a Young Capitalist.— 
The Investor as a Scientific Bor- 
rower and Valued Customer.— 
The Answer to the Engineer of 
His Own Fortune.—Budgets and 
Savings Svstem —How to Create 
an Income Worth “Budgeting.” 


Postpaid $1.00 


Only a Limited Quantity Avail- 
able at This Special Price. 


eeaseee Mail Today -csease 
June 25-A 


The Magazine of Wall Street 
90 Broad Street, New York, N. Y. 


Enclosed is $1.00. Please send me a 
copy of “Financial Independence at Fifty.” 


City and State 


O Please send me without obliga- 
tion your descriptive book circlar. 
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Keeping telephone plant 
in apple-pie order 


Keeping telephone plant in 
apple-pie order is one phase of a 
program of service improvement 
that never lets up. It’s never too 
early to mend—in the Bell Sys- 
tem! Little repair jobs are not 
allowed to: grow into big ones 
that seriously affect service. 

Another phase of the improve- 
ment program is to develop and 
install better apparatus, assuring 


more reliable service and higher 
quality transmission. The buyer 
in today’s marketplace insists on 
full value—and when he buys a 
telephone call he gets it. 

Back of an investment in tele- 
phone securities is a plant geared 
to the tempo of today’s needs and 
ready for the tempo of tomorrow. 

May we send you a copy of our 
booklet, ‘“Some Financial Facts’’? 


BELL TELEPHONE 
SECURITIES CO. Jue. 


195 Broadway, New York City 
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Underwriters, Wholesalers and Re- 
tailers of Investment Securities 
--- Specialists in Public Utilities 
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Indispensable in Connection with 


this Public Utility Review 


1932 Public 


Utility Map 


An Up-to- the - Minute Territorial Map Graphically Showing 


Fields of Operation of 34 Electric Power Groups 
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A Great Research Achievement that Benefits Investors, 


Utility Officials and Allied Industries 


Never before has anyone been able to devise such a valuable 
means of graphically analyzing and visualizing the Public 
Utility Industry and its probable future growth as was done 
with the production of our special map. 


The actual map is 26'4 inches wide by 20 inches high, suit- 
able for hanging on the wall, or placing in your regular map 
cabinet. 


This valuable map created such a sensation in 1929 and 
1930 that we have had continuous inquiry from all branches 


of the industry for a 1932 map bringing up to date the many 
changes of the past two years. 


Executives and field men find it invaluable in studying their 
possible channels" for growth, profitable mergers and in 
graphically visualizing intrinsic worth in the sale of their 
securities, : 

Investors find it of equal value in comparing values of loca- 


tions, prospects for growth, etc., of the companies in which 
they have already invested or plan to invest their funds. 


We have a limited supply of these maps and for 15 days we will send FREE this 
valuable map with a special 5 months’ subscription to The Magazine of Wall 
Street. To be sure of receiving your copy fill out the coupon below and mail at once. 


Special FREE MAP Coupon 


SPECIAL NOTICE TO 
OUR SUBSCRIBERS 


If you are already a subscriber 
you can exten‘ your subscrip- 
tion for one year from pres- 
ent expiration and obtain this 


important map FREE. No Address 
exceptions can be made. PUM 6-25 





The Magazine of Wall Street 
90 Broad Street, New York, N. Y. 
I enclose my check for $3.00. Enter (extend) my subscription to The Magazine of Wall 


Street for 5 months. I also understand that Iam to receive a copy of your large Wall 
Size Map showing “Fields of Operation of Leading Electric Power Groups.” 
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N the early days of the recent boom the public 
utilities rose to the rank of the most popular 
investment medium of all other industries — 

even sutpassing the railroads. Today after nearly 

three years of the most severe depression of which 
we have record they still hold that position. 

Of course, the reason is to be found in the 
nature of the industry. First the tremendous 
expansion before it and the return which could be 
made on capital invested drew its broad following, 
but it is the essential nature of the industry’s 
services and its relative stability of earning power 
exceeding that of any other major business which 
has maintained it in investment regard. 

It is true that rapid growth and the concomitant 


excesses which invariably accompany such devel-. 


opments has brought out some weaknesses as 
reflected in the collapse of top heavy over-capital- 
id holding companies. But, apart from such 
debacles the major part of the industry has stood 
asa bulwark against the tide of adversity. 
Electricity now serves 70% of the homes in the 
United States. It is this backlog of more than 20 
million customers that provides stability, for while 


Utilities Hold Their Position 

















power sold to industry has inevitably declined, 
with a slackening in all lines of business, the 
domestic demand is well sustained, in fact has 
actually gained. The result is that for the 12 
months ended April 30, the most severe period of 
the depression, we find revenue received by the 
industry as a whole from all consumers declining 
only 2.4% compared to the 12 months preceding. 

Such a record is unigue in such times and 
explains why thousands of investors have placed 
their funds in this industry. 

In accordance with the interest so manifested 
we are presenting in this issue a special public 
utility section which is designed not only to record 
the progress of the public utilities but also envisage 
something of their prospects and the problems 
which must be met in their forward march. We 
believe that in the broad scope of this section the 
investor will find much of interest that will be 
helpful in safeguarding his present utility holdings 
or in the selection of new investments when the 
time is ripe. In this connection we especially call 
attention to comprehensive tables of unusual data 
on leading companies. 
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DAtey NECESSITIES PRGRRE INCOME 
FORM@ITIES SERVICE 


FARMERS © 


Used $50,000,000 


of 
Electric Current 


Last Year 


and reduces operating costs. Electricity is used for operating grain 

elevators, hoisting hay, threshing grain, for irrigation pumping, 
separating cream, incubating chicks, shredding and shelling corn, and 
in many other farm activities. 


(Q: the farm, electricity betters living conditions, increases production, 


Farmers spent $50,000,000 for electricity last year. 3,000,000 
unwired farms are potential users. 


Cities Service Company subsidiaries serve many agricultural sections 
with electric current. So your investment in Cities Service Company 
securities will benefit as electricity continues its revolutionary progress. 
Cities Service Company also is an important factor in the Natural Gas 
and Petroleum industries. 


Send coupon for full information. 


we Ge” HENRY L. DOHERTY & COMPANY 
60 Wall Street (A) New York City 


60 WALL ST. NEW YORK, N. Y. 
Branches in Principal Cities 


Please send me full information. 


Name LISTEN IN—Cities Service Radio Hour—a full-hour program of 

variety music with Jessica Dragonette, the Cavaliers and the Cities 
Service Orchestra. Fridays, 8 P.M. Eastern Standard Time—WEAF 
and 32 N.B.C. Associated Stations. 
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Europe’s Problem, Not Ours—Further Reform Is Needed—Free 
Trade and Free Gold—Avre Commercial Banks Commercial? 
—A Ray of Hope for the Taxpayer—The Market Prospect 


EUROPE’S PROBLEM— HE proposal for a 
NOT OURS ©° T world economic par- 
ley has drawn com- 
ment from numerous distinguished individuals whose 
names are associated with leadership in industry, 
finance, banking and economic thought. In most cases 
they favor world consideration of all international in- 
debtedness as well as tariffs. We fear, however, that 
they are unduly impressed with the recent progress at 
Lausanne which, while unexpectedly conciliatory on 
the surface, is nevertheless clearly heading toward 
dumping of the debt question into the lap of Uncle 
Sam. Apparently it is not realized that the question 
of reparation indebtedness is very distinctly Europe’s 
problem. The sums which the Allies owe us are very 
largely post-war debts and not only should not, but 
cannot, be saddled upon the taxpayers of the United 
States without tremendous economic handicaps being 
imposed on an already over-burdened people. They 
seem to lose sight of the fact that a moratorium of a 
year has not improved Europe’s status one iota, which 
tends to show that the ills of the debtor nations are 
not the present burden of payment, but the political 
factors, terrific national self-interest, and mutual rival- 
ties, such as that between France and Germany. which 
are obstructing progress toward recovery abroad 
The time to settle the debt question, if partial can- 


cellation or capacity to pay are to enter into it, is after 
recovery; not while every nation of the world is 
floundering in a sea of domestic difficulties. When we 
can achieve no more than a technical balance of our 
budget, and that only at the cost of insufferable taxa- 
tion, can we be expected to assume the cost of the war, 
and the subsequent rehabilitation of Europe? 

We hold, with a minority of those leaders who have 
expressed themselves on the economic parley, that war 
debts are Europe’s problem just as our tariff is our own. 
If we have gone too far in our protectionist theories 
the results will force self-adjustment. We do not need 
to dicker with Europe over the size of our imports 
On the contrary it is highly desirable to keep out of 
America that conflict between industry and finance 
which is currently handicapping England and which 
might eventuate here if we allow our international 
bankers or industrialists with large foreign interests 
to steer us into a world parley on questions which 
should ke properly met at home. 


~~ 
IS NEEDED tions to meet criticism 


directed at the specialist 
system the New York Stock Exchange is to be congratu- 


FURTHER REFORM ik tightening up its restric- 
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lated. Hereafter brokers on the floor are prohibited from 
accepting stock offered or supplying stock wanted until 
they have made an effort to obtain in the open market 
terms. more advantageous than those offered in their 
orders. A broker obtaining an order to sell may take 
the stock only if he first offers it in the open market 
at % higher than his own bid, and must follow a simi- 
lar course in supplying stock on a buying order. At 
the same time the Exchange has made sharp reductions 
in its commissions on bond transactions. The old 
schedule, which calls for commissions of not less than 
$2.50 for every $1,000 par value of bonds, is replaced 
by a sliding scale which will greatly lower commis- 
sions on low-priced bonds. Commissions on bonds 
selling at less than 10 are to be fixed by mutual agree- 
ment and on bonds between 10 and 100 will be $1.25 
per $1,000 par value. Since the vast majority of active 
bonds fall in this class, the change in effect cuts the 
commission in half. This is likely to lead to a demand 
for lower commissions on stock transactions, in some 
classes of which present rates are anomalous. Thus, the 
commission on stocks selling under 10 is $7.50 per 100 
shares. More than half of the stocks on the list fall 
into this group. Anyone selling 10,000 shares of stock 
at $1 per share would pay a commission of $750, while 
the $10,000 obtained in such a sale could be invested 
in United States Government bonds for a commission 
of $5, into corporate bonds selling under 100 for a 
commission of $12.50 and into corporate bonds selling 
over 100 for a commission of not more than $25. The 
discrepancy between this and the stock commission of 
$750 is striking. 


i 
FREE TRADE HE final report of the 
AND FREE GOLD Gold Delegation of the 


League of Nations gives 
Americans cause for both satisfaction and concern. 
In the first place the report says that there is nothing 
in sight to take the place of gold as the standard of 
value, nationally or internationally. That naturally 
pleases the United States because we have stood val- 
iantly behind the gold standard and have thereby 
probably held it for the world, despite recent wholesale 
defections from it as a national standard. 

Next the report says that at present there is plenty 
of gold in the world to support the gold standard 
without incurring the danger of depreciation of prices 
from its scarcity. But the report contends that no 
abundance of gold will make the gold standard work 
effectively if there is not both a free movement of 
gold and a reasonably free movement of trade. 

The Delegation evidently has a rebuking eye on us 
when it speaks of restrictions of commerce. It looks 
as if the Delegation had about arrived at the conclu- 
sion that free gold and free trade are a team. We 
hope it has gone astray. For if the gold standard 
can be maintained in the world only by a return to 
much greater freedom of trade it is sunk for a long, 
long time. We can keep it for ourselves in any event, 
but with the whole world on the self-containment 
quest there is but a slim chance for the gold standard 
to function. 


ARE COMMERCIAL T’S the same old 
BANKS COMMERCIAL? l story. Bank loans 

fall and fall. The 
banks pass the buck and say there are no loan oppor- 
tunities that interest them. Three years ago they 
would finance almost anything, on any kind of collat- 
eral or nothing but an ardent hope on the part of the 
borrower. Now the fashion is monotonously to reduce 
credit lines if they are fortunate enough to escape ex- 
tirpation. It is our judgment, after listening to the 
alibis of both banks and borrowers, that the so-called 
commercial banks have largely ceased to function as 
such. A business bank has a definite part to play in 
the commercial drama. If it functions inadequately or 
not at all, the business machine is crippled. The banks 
are scared. So they call in loans regardless of merit. 
That scares if it does not kill the customer. That 
scares the banks some more. Business has to limp 
along on three or, maybe two wheels. Wait till con- 
fidence is re-established, say the bankers. Why not 
act to re-establish it? They can do it by descending 
from the watch tower where they anxiously scan the 
horizon for the appearance of confidence. It isn’t out 
there. It’s buried in their vaults—part of it. 


a th 


A RAY OF HOPE HATEVER one’s 
FOR THE TAXPAYER \Y) opinions may be 

upon the social 
aspects of Prohibition, there can be no dispute regard- 
ing one great economic benefit that would result from 
repeal. A vast illicit liquor business is conceded to be 
going on, yielding fat profits to a minority of law- 
breakers and paying in graft at least the equivalent of 
the taxes that used to be paid. The position taken by 
the Republican National Convention may be accepted 
as strong evidence that the country desires a change. 
It is possible that the Democratic Convention will go 
beyond re-submission and advocate repeal. In any 
event, there is clearly a drift away from Prohibition. 
No doubt it would require at least three years to ac- 
complish repeal and to establish a satisfactory system 
of liquor control which would yield a rich harvest of 
taxes, possibly 1 billion to 1Y4 billions of dollars a year. 
Given a sufficiently strong public sentiment in this 
direction, however, it would be easily possible for the 
next Congress to legalize beer and light wines without 
Constitutional change. Such a step might yield from 
300 to 500 millions of dollars in taxes. It would make 
possible some relief of the present income tax burden 
and bring us appreciably nearer a definitely balanced 
Federal budget, which is prerequisite to a restoration 
of credit confidence and a revival of business. 


~~ 


THE MARKET UR most recent investment 
PROSPECT QO advice will be found in 
the discussion of the pros- 
pective trend of the market on page 266. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 
this issue. Monday, June 20, 1932. 
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created by passage of the tax bill, formation 

of the bankers’ bond pool, and the abrupt 
termination of Continental European demands upon our 
gold reserves has met with some slight favorable re- 
sponse in the securities markets, it will be necessary for 
Congress to adjourn without adopting any of the dan- 
gerous pork barrel measures, and for the Lausanne con- 
ference to agree upon a constructive program, before 
the industrial indexes of our Barometer can be expected 
to indicate any substantial recovery in general business 
conditions. On the other hand, sight should not be lost 
of the fact that there is plenty of money in the country 
right now to initiate some improvement in trade when- 
ever public confidence begins to revive; and, once this 
is definitely under way, a considerable portion of the 
foreign gold and domestic money hoards which fright 
withdrew from our banks will return to help finance a 
more rapid advance toward more normal conditions. 
In fact, gold may begin to seek refuge here sooner than 
expected should results of the Lausanne conference 
furnish cause for apprehension to European business 


Wice the decided improvement in sentiment 


men and investors. Recent weakness in Continental 
exchange rates, in face of the continued low Cost of 
Business Credit at New York, is at least rather sug- 
gestive of such an outcome. 

Viewed in this light, the extraordinary depths to 
which New Orders and Business Activity have fallen, 
and the phenomenally low prices at which the stocks 
and bonds of currently solvent corporations are now 
obtainable, can be accounted for only on the supposi- 
tion that conditions will continue to drift from bad 
to worse. If fears of such character should prove to 
have been groundless, and there is both logic and 
precedence to support a belief that they are groundless, 
then even under present conditions of unemployment 
and reduced wages it would be found that there is 
enough dammed-up purchasing power in the country 
to stimulate a considerable rise in production and 
profits. The important thing is therefore a restoration 
of confidence,—the establishment of a popular con- 
viction that improvement is possible. Then, and only 
then can we look for an improvement in the currently 
prevailing static trend of business. 
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Market Awaits Political 


Developments 


Uncertainties at Home and Abroad Prolong 
Business and Security Stagnation at Low Level 


By A. T. Miter 





E stock market declines with 
reluctance, but apparently 
lacks the energy for substan- 
tial advance. Poised a few points 
above the lowest prices of the year, 
it awaits fresh developments that 
may throw some light upon the prospect. 
Meanwhile, in an immediate speculative 
sense, time is working against it. With 
business sliding further in the apathy of. 
the summer months, the season is not ap- 
propriate to aggressively bullish under- 
takings. 

Moreover, the technical factors which 
appeared early in June to offer a base for 
an intermediate corrective swing of some im- 
portance after the severe decline from the March 
highs have inevitably lost much of their force 
in the last fortnight of market irregularity and vacilla- 
tion. Every worthwhile rally that has occurred 
throughout the bear movement has come immediately 
upon the heels of violent reaction. It would perhaps be 
possible for some outstanding news development of favor- 
able character to bring about at least temporary recovery, 
but since the element of market surprise is essential to such 
a rally, forecasting the unexpected is not a very promising 
field for conjecture. 





Effect of Congressional Adjournment 


If there were anything in the technical position of the 
market to justify more than a minor rally, it probably 
should have come several weeks ago. The explanation is 
made, with some logic, that political uncertainty is the 
stumbling block. The hope is expressed in some quarters 
that the market will do better after Congress adjourns. 
Perhaps it will, but the event of Congressional adjourn- 
ment is being watched by everyone and exhaustively dis- 
cussed as a possible market factor. Scheduled and antici- 
pated events seldom have much speculative influence. 

As a matter of fact, Wall Street's recent spasm of fear 
over Congress has waned. The tax program is far from 
satisfactory but is an accomplished fact. The total of 
savings effected in governmental expenditures is decidedly 
disappointing, but since our politicians were not expected 
to go very far in this direction in an election year few 
tears are being shed. The budget has not been actually 
balanced and a deficit will again arise to plague us, but the 
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major part of the gap between Fed- 
eral revenues and outgo has at least 
been closed. Moreover, further 
attacks upon this continuing prob- 
lem probably will have to go over 

; until next year and be left to the 
discretion—and, it is to be hoped, to the 
greater courage—of a new Congress. 

Meanwhile, there is to be a lull in legis 
lative activity, if not in politics. The 
markets show no fear that we are to have 
a feeble and ineffective inflation thrust 
upon us through means of the veterans’ 
bonus. It is realized, regardless of the op- 
portunist politics played by the majority 

in the House of Representatives, that the measure 

will not become law. As to other nostrums, the 

conviction becomes stronger that the bark of 
Congress is much worse than its bite. No genuinely 
destructive legislation has yet been adopted and none, 
at this writing, appears likely. 

Nevertheless, political uncertainties are not soon to be 
blown away. They loom large on every side, both here 
and abroad. Even if they remain negative, they put a 
damper upon business and market initiative. Many things 
can happen in coming months. Until some of them do 
happen, enterprise of virtually every kind lacks a solid 
base on which to formulate its judgments. 





Little Hope from Lausanne 


As this article is written the Lausanne Conference is 
under way and the eyes of the world are upon it. The 
best that any realistic observer can hope is that the ex: 
ceedingly difficult issues of reparations and international 
debts will be brought to a definite and final show-down, 
thus ending a paralyzing uncertainty. The worst that can 
be feared is that timid politicians again will evade and 
straddle and prolong the uncertainty from which we suffer. 

Whatever happens at Lausanne, it is difficult to con 
ceive of it bringing us any nearer to the collection of the 
debts owed us. On the contrary, the chances are that our 
prevailing doubts as to those debts will be confirmed. How: 
ever desirable the clarification of an issue may be, the 
clarification of this one scarcely promises to provide the 
positive ammunition of which stock market advance is 
made. 

In the domestic political arena this month of June 


THE MAGAZINE OF WALL STREET 





possesses unusual interest and, at least in a long range 
sense, its developments may be of possible business signifi- 
cance. The Republican Convention, in its consideration— 
if any—of economic issues, has produced no surprises, but 
the drift of sentiment recorded there against Prohibition 
in its present form may quite well prove of ultimate im- 
portance to the markets and to business. 

It may be taken for granted that the Democratic Party, 
soon to convene, will go still further in advocating a 
change as regards Prohibition. Whatever one’s opinions 
may be on this subject, the remarkably rapid crystallization 
of public sentiment in favor of a change in the present 
system is of financial significance because it brings us 
tangibly nearer the time when the legalized sale of liquors, 
under whatever form of control, will produce very im- 
portant revenues for the Government. 

Estimates of maximum tax revenues up to 1 billion 
dollars a year from liquor have been made, but this is 
looking fully three years ahead. Of greater practical in- 
terest at the moment is the strong probability that—given 
a national expression of wet sentiment in the coming elec- 
tion—the new Congress, meeting next March, will take 
steps to legalize beer and possibly light wines. This is a 
perfectly feasible short cut to increased Federal revenues 
and possibly would raise from 300 to 500 millions of 
dollars a year. 

Let no one make the mistake of minimizing the import- 
ance of this possibility. There are many obstacles in the 


sistent, organized campaign for governmental retrench- 
ment which politicians cannot ignore with impunity. In 
the brief and plain words of leading business men it is 
being carried literally to tens of millions of people each 
week over national radio hook-ups. Local organizations to 
fight this battle of the people are springing up throughout 
the country. In the State of New York hard-headed 
business men demand a reduction of 25 per cent in the 
budget and propose to have their own engineers go over 
the State’s business to see where cuts can be made. 

A few months ago not many politicians thought Pro- 
hibition would be a major election issue. The public has 
made it an issue. The public is in a mood at last to face 
the realities of its situation and to turn thumbs down on 
political straddlers. The present sub-surface drift indicates 
that it is going to make governmental spending an issue. 


Hope for Government Credit 


Between enforced economy in government and additional 
revenues from liquor we have in this country, unlike all 
others in the world, a chance early in 1933 to bring our 
Federal budget into absolute balance. Only this can re- 
move the last shred of doubt as to Government credit. 
Only this can restore full confidence in our currency 
and banking outlook. Only this can give us the foun- 
dation of public confidence on which we can make 
a stand against any and all other economic adversities. 

Admittedly, these 
are somewhat long: 








vival. One of the 





biggest of these—and 
many think it by far 
the biggest of all—is 
excessive govern- 
mental expenditures. 
On purposes of gov- 
ernment—local, state 
and national—we are 
today spending 
money at a_=e rate 
equivalent to 30 per 
cent of the probable 
national income for 
1932. That is a lit- 
erally impossible bur- 
den. 

There can be no re- 
turn of prosperity as 
long as the public 
has to carry this tax 
load, and particu- 
larly as long as it has 
to be carried in its 
present relatively con- 
centrated and_ in- 
equitable form. On 
the contrary, if there 
is any one evil that 
can cause a collapse 
oO our jsystem—a 


way of business re- 
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range considerations, 
of little immediate 
stock market in- 
terest; but genuine 
recovery likewise is 
a long-range matter 
and it becomes in- 
creasingly apparent 
that if it is to be 
hastened at all it will 
be hastened by the 
American people and 
not by their poli- 
ticians. Of earlier 
interest is the possi- 
bility that the Demo- 
cratic Convention 
may have some eco- 
nomic _ significance— 
a significance to be 
found not in the 
platform but in the 
candidate. In the 
e v en t—admittedly 
doubtful, if not im- 
probable—that a 
strong, sound nomi- 
nee emerges, financial 
sentiment will have 
Tr cause for a psycholog- 
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and credit—this is it. 
Fortunately, it is one 
of the few basic economic problems about which something 
can be done. 

_ The prospect of liquor taxes in a not too remote future 
8a partial remedy. A still more important one is a 
further drastic retrenchment in public spending, This is 
on the way, although most politicians apparently do not 
how it. There is going on in this country today a per- 
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possible importance. 

It is apparently out 
of the political and social trends now taking shape that we 
will in coming weeks either derive hope for the future or 
further disappointment. 

Current business developments are without hopeful im- 
plication of any kind. If anything, there is a further slight 
recession of activity along seasonal lines from a level already 

(Please turn to page 336) 
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In the Contest for Self-containment and Independent Recovery, We Are Better Off Than Most 


U.S. Alone Can Achieve 


Independent Recovery 


The Position of This Country Contrasted 
with That of England, Germany and France 


By CuHar_es BENEDICT 


nation for itself. An interdependent world has 

apparently determined upon national self-contain- 
ment. Whatever the next few months or years may bring 
forth, all the nations are madly pursuing a policy of keep- 
ing up by keeping others down. A world disaster is being 
faced much as a panic-stricken army seeks safety. Every 
soldier plans his own escape. He may survive but the 
army perishes, unless some leader turns and rallies it. 

As I see it after.a personal survey of Europe, the hope 
of a world in panic dispersion and without capacity for 
united action is that at least one powerful nation may be 
able to stop its retreat, dig in and afford a rallying sup- 
port for the other nations. That task will obviously fall 
to one of four great powers of the world—the United 
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fhe struggle for prosperity has become one of every 


Kingdom, the United States, Germany and France. Which 
will take the lead? 

In other crises the world has looked to Britain to take 
the lead. She was then the chief creditor nation, the 
greatest trading nation and the financial capital of the 
world. Her markets were free to all, her bankers dispensed 
funds in every land of the seven seas, the problems of all 
nations were hers. She had a world outlook, possessions 
in every continent and ships and traders in all ports. 
anything went wrong in the machinery of world commer’ 
cial affairs it was her acknowledged duty to come to 
rescue. This, she did, not for altruistic reasons but because 
her interest was tied up with that of every other nation. 
It might be said, paradoxically, that her home market was 
the world market. 
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This crisis finds Britain with her supremacy shattered. 
No longer able to dominate, she adopts a defensive policy 
and seeks the recovery of prosperity by the same methods 
that her former satellites have pursued in their revolt. 
Her policy is now one of desperate self-preservation—not 
of helping herself by helping the world. “Charity begins 
at home.” Mother of free trade, Britain has become a 
nation of high protective tariffs; fond sponsor of that uni- 
versal monetary system—the gold standard, she has for- 
saken it for national currency. What chance has the for- 
mer mistress of the world to take the lead in the approach 
to prosperity by a method which is the precise reverse of 
that by which she once attained eminence? 


A Dazzling Opportunity 


She has one glorious possibility: The identification of 
her trade empire with her political empire. If the British 
Empire could be made into politically directed economic 
entity all other nations would have to bow to it. There 
would thus be created a home market that potentially, at 
least, would dwarf that of the United States. It would 
comprise 70 million English speaking people, with standards 
of living second only to the population of the United 
States, and some 500 million of black, yellow and brown 
people in various stages of development. It would con- 
tain an ample supply and a great diversity of all the essential 
raw materials of modern industrial civilization. It would 
have at its heart a highly developed mother state, essentially 
industrial; and requiring for its prosperity, even for its 
existence, a larger volume of imports of raw materials— 
largely procurable from the imperial family—than any 
other political 
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minds will be made at the approaching imperial conference 
at Ottawa. Too late. The commercial disintegration of 
the empire already irretrievably coincides with political 
dissolution. Aspirations to economic freedom are stronger 
than political ties that do not bind. The dominions have 
all that England can give them now without offending good 
customers outside the Empire, and they have customers of 
their own to cultivate and protectionists to placate. 


Stagnation at Home 


In the meantime little progress is being made as a result 
of corrective measures chiefly applicable at home. The 
wave of optimism raised by budget balancing, suspension 
of the gold standard and introduction of the protective 
tariff system last fall has largely died down. The budget, 
it begins to appear, was not balanced in fact. Collection 
of taxes for a quarter in advance and some window dressing 
of the accounts gave the appearance of a balanced budget. 
In repaying the French and American credits extended last 
summer and fall, to save the pound that was not saved after 
all, the Bank of England has had to pay in Sterling some 
85 million pounds to settle a gold obligation of 61 million. 
The government of course assumes this loss, but on the 
rather tenuous theory that the country will some day re- 
turn to the gold standard at the old par of the pound it is 
now treated only as a “contingent loss.” All informed 
persons in England know that the budget balancing was 
deceptive but so long as the public believes or affects to 
believe it was accomplished the effect is about the same 
as if the balance were real. All England stands loyally 
together to present an imposing facade to the world. 

The commer- 





cial benefits ex- 





unit offers. In 
this central nu- 
cleus is lodged 
the one world- 
wide banking sys- 
tem, and there, 
too, are still vast 
reserves of capi- 
tal. Radiating 
from the center 
is the world’s 
great fleet of 
maritime com- 
merce carriers, 
and connecting it 
with its remotest 
dependencies is a 
network of sub- 
marine cables, 
long distance tele- Coal 
phone wires, aeri- 
al transport, in- 
surance services, 
monetary and 
credit exchanges. 
The whole is a 
potentially —self- 
suficient eco- 
nomic entity, 
largely  comple- 
mentary in sup- 
ply and demand. 

earnest ef- 
ort to realize a 

that capti- 
vates the imagi- 
ation of noble 
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pected from the 
internal deprecia- 
tion of Sterling, 
following the sus- 
pension of the 
gold = standard, 
are not being 
realized to the 
extent expected. 
It is true that as 
Third yet there has 
been no inflation 
of the currency 
: and the cost of 
“ living has in some 
respects de- 
creased. There 
has thus been no 
hardship to labor 
but the manufac- 
turer has profited 
but little from 
the presumed ad- 
vantage of paying 
for labor in de- 
preciated cur- 
rency while sell- 
ing his exports in 
gold. This is be- 
cause sO many 
countries are now 
of the gold 
standard, and the 
countries adher- 
ing to it have in 
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either imposed offsetting tariffs on British goods or have 
fixed arbitrary customs valuations to the same end. 

The British manufacturer finds that in importing raw 
materials from gold standard countries his costs in sterling 
are increased. As to non-gold standard countries there 
is no gain unless their currencies have depreciated less than 


England's. 








Is It a Muddling Tariff? 






It is true that imports have fallen off and also the visible 
balance of trade—of imports over exports—as was hoped, 
but exports, as well as imports have declined. The former 
fell 10 per cent in the first two months of this year on the 
paper pound basis; and on the gold basis they have declined 
30 per cent since England went off the gold standard. In 
the first five months of 1932 exports, mostly manufactures, 
declined 12 million pounds. There is little encourage- 
ment in the smaller imports, for a large portion of their 
curtailment is in raw materials, which indicates less indus- 
trial activity and increasing unemployment. It is not sur- 
prising that there is a growing feeling in England that the 
sudden transition from virtual free trade to protection was 
a great error of national policy. It is even criticized as an 
arbitrary act for which the present so-called national gov- 
ernment did not have a mandate from the people. 












Finance Versus Industry 






“Political pressure,” says a British financial spokesman, 
“speedily drove the cabinet into the tariff field,” with the 
result of striking a serious blow at good European cus- 
tomers of England which are struggling to keep in existence 
the export surplus on which their stability depends. At the 
same time, according to this authority, “at home a grave 
and dual blow is struck at our export trades, for not only 
is the purchasing power of our foreign customers substan- 
tially damaged, but the cost of exports will in some cases be 
seriously raised.” 

On the other hand, the industrialists are delighted at 
the prospect the tariff gives them of getting control of the 
home market. 

A deep wedge is thus driven between the industrialists 



















and .the financiers who formerly were united in interest. 
The former see their position improved. by protection of 
the home market, the latter see their business disastrously 
affected by the disruption of foreign trade relations. The 
financiers think of Britain’s 20 billion dollars of foreign 
investments, of the imports that pay dividends and interest 
on them, and of the probable decline of London as the 
lucrative clearing house of the world if England ceases to be 
the great international trading center. Economically, Eng. 
land is now a house divided against itself—industry against 
finance. 

The cost of living cannot long remain stationary. It 
must rise, for eventually British domestic prices will have 
to align themselves with gold prices, that is, with world 
prices. England cannot go on, as at present, paying higher 
prices for whatever she buys from gold standard countries 
without increasing domestic prices. 


Capital and Labor Opposed 


If wages go up with prices the employers will insist on 
greater productivity of labor, which is entrenched in ineff- 
ciency behind its powerful unions. The productivity of an 
American agricultural labor is twice as great as that of a 
British farm worker. An American coal miner turns out 
twice as much coal daily as an Englishman. The daily 
stint of an American bricklayer is 50 per cent greater 
than that of his English fellow. The English workman 
has never glimpsed the profound truth, officially acknowl- 
edged by the American Federation of Labor, that wages 
come out of production and that increased productivity 
of labor means higher pay. He will go on at his leisurely 
pace while demanding more pay. 

On the other hand, there is the stubborn conservatism 
of the employer. Unlike American employers in these 
later times the British have never regarded industry as a 
sort of partnership between labor and capital. They have 
never seen the relation between high earnings and the vol- 
ume of sales. It has not occurred to them that the pay- 
roll is the chief buying power of the nation. In conse: 
quence they have as stubbornly fought for low wages as the 
laborers have for low productivity. Nor is low productivity 

(Please turn to page 328) 
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Is Business Seeking a New 


Normal at a Lower Level? 


Progress Apparent in Adjustment to Current Conditions— 
Corporate Earning Power in Leading Industries Appraised 


By Joun D. C. WeELDon 


ness will sooner or later “get back to normal.” But 

few can agree as to just what “normal” business is. 
Some think of it in terms of the exceptionally prosperous 
average between 1921 and 1929; others in terms of pre- 
war conditions. 

In its economic meaning the word “normal” is defined 
as “pertaining or conforming to a more or less permanent 
standard.” It is apparent, however, that on this basis all 
of our past history has failed to give us any infallible meas- 
ure of what is “normal.” Change, both cyclical and 
secular, rather than permanency, has been the one certainty 
inherent in general economics, in individual industries and 
in individual companies. , 

Normality as a fixed and permanent standard is an 
illusion never to be realized. The immediate goal that we 
actually seek is simply an improvement over present con- 
ditions of unemployment and dwindling profits. The more 
vague goal of the longer future perhaps can be defined as 
the establishment of business on a level as comfortable as 
possible for a maximum number of our people. 

In the attainment of either of these objectives it is idle 
to think in terms either of 1929 or of 1913. Both years 
are ancient history. New conditions confront us and pros- 
perity will depend entirely upon our adjustment to them. 
In many respects the necessary adjustments 
may differ from the adjustments of. the 
past. 

Despite a tremendous agitation for plans 

and remedies, the greatest hope of the 
future lies, as it always has, in the slow 
and painful corrections forced by the 
natural functioning of economic laws. This 
has always worked to restore an ultimately 
satisfactory condition. All other suggested 
processes of cure lie largely in the realm of 
theory. We can count upon forced correc- 
tion to bring about some degree of busi- 
ness improvement during the next few 
years—an improvement in the volume of 
business activity and of profits. This is 
the simple and inevitable cyclical prospect. 
It will be based upon the paying off or ad- 
Justment of debts, the accumulation of 
savings, retrenchment in production, the 
Wearing out of old goods and the accumula- 
tion of demand for new. 

In adjustments of this kind we have 
already made great progress, perhaps 
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[' is assumed by the majority of us that American busi- 


enough to justify a reversal of the business trend before 
many more months have passed. Many corporations un- 
questionably are now prepared to go ahead on the most 
efficient producing basis ever known and need only the 
touching off of that spark of public confidence promising 
reward for courageous endeavor. 

Those who look with dread upon the problems which 
surround us make the mistake of failing to realize the 
essentially elastic quality of our economic system. Business 
profits have always depended far less upon existing con- 
ditions than upon the adjustment of business to those con- 
ditions. This is proven by the experience of every past 
depression. The lessons learned make possible a far more 
efficient production, with the result that the rate of re- 
covery of profits tends far to outrun the rate of recovery 
in gross volume. This was strikingly demonstrated in 
1921 and 1922. 


Variations in Recovery 


In the forthcoming recovery no doubt the utmost varia- 
tions will be shown as between individual industries and 
individual companies, but in the aggregate we can expect 
that a 10 or 20 per cent increase in volume—certainly not 
an unreasonable prospect even on a purely cyclical basis 

—will result in a much more substantial 
percentage gain in profits. 

Thus far, we have repeatedly had to 
lower our estimates as to what constituted 
the minimum subsistence level in American 
business, the level at which irreducible liv- 
ing needs would check the decline in trade 
activity and lead to reversal of the trend. 
Business volume has fallen approximately 
twice as far as might reasonably have been 
expected on the evidence of the past. But 
while precedent is no longer an infallible 
guide, it is quite certain that there is a 
minimum level and it appears probable that 
our present depths carry us very close to 
it, if traditional American living standards 
are to be maintained. 

There are some major obstacles blocking 
business recovery. Perhaps foremost among 
these is general political uncertainty, both 
here and abroad. We are faced with prob- 
lems of high taxation, trade barriers, in- 
ternational debts, currency fears, etc. All 
of these have a bearing upon the business 
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outlook and hence upon the 
profit prospect of individual 
industries. Yet there is lit- 
tle that business can do for 
itself toward solving these 
problems. 
Another major difficulty 
—and one regarding which 
American business can 
and must make its own ad- 
justments—lies in the pre- 
vailing distortion of com- 
modity price relationships. 
Recent additional price de- 
cline has centered chiefly in 
those commodities which 
were already most seriously 
depressed, while certain 
others have remained out of 
line. Farm products are at 
approximately 65 per cent 
of the 1913 price level, 
while fuels are at 134 per 
cent of this level, metals at 
96 per cent, building materials at 107 per cent, chemicals 
at 96 per cent and miscellaneous products at 87 per cent. 
While special factors undoubtedly account for the acute 
deflation of farm products, 
these figures strongly suggest 
a continuing artificiality in the 
prices of various of the prod- 
ucts which the farmer must 
buy. 
Such a situation disrupts 
the exchange of products and 
must be corrected, either by 
an advance in the most de- 
pressed goods, a decline in 
goods which remain out of line ° 
or both. Until a more equi- 
table basis of exchange is pro- 
vided and until business ad- 
justs itself to such new basis, substantial revival is un- 
likely. 


Wage Level a Problem 


This, of course, is only part of the story, for commodity 
price is not the only element in business costs. Maladjust- 
ment has resulted from the uneven pace of deflation in 
prices, wages and fixed charges. All, obviously, have not 
come down together and in proportion. We approach the 
stage now at which the loose ends must be gathered to- 


gether. It is only on a workable balance of prices, wages 
and fixed charges—all making for proper costs—that sta- 
bility can be achieved. The lower the real cost level upon 
which business can be profitably conducted, the greater 
business activity and prosperity there will be. 

Heretofore attention has centered chiefly upon the con- 
tinuing adjustments of prices and wages. The item of 
fixed charges will necessarily come in for increasing con- 
sideration in the final phase of the depression. In some 
industries and in some companies two forms of adjustment 
in this respect are possible. The first bears directly upon 
the question of overproduction and excess capacity. 

The practical analyst need not split hairs on the oft- 
voiced contention that no overproduction exists, that our 
problem in under-consumption. This is a generalization 
that is true if it be confined to consumption goods. There 
is no limit to human wants. But overproduction of capital 
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goods is something else again and is an evil definitely con- 
fronting us. In certain industries an actual abandonment 
of a proportion of existing plants and facilities probably 
would be advisable in the interest of economy and efh- 
ciency. This might take voluntary form, but is more likely 
to result from the forced elimination of the weaker in- 
dividual enterprises. 

In addition to such necessary physical adjustment, there 
is in prospect a very substantial aggregate bookkeeping ad- 
justment, bearing directly upon security values and upon 
earnings. As reflected in prevailing market prices, a large 
total of capital has already been demolished, but many com- 
panies still struggle to keep this destroyed capital upon their 
books. Hence, a deflation of bookkeeping is in order. Its 
most frequent form no doubt will be a writing down of 
assets to conform with existing values. This will not change 
real security equities and in many instances, through lower 
depreciation charges, may smooth the road to a showing of 
profits. 

Receiverships May Be Best in the End 


So far as capitalization is concerned, a strong effort is 
being made, with the aid of the Reconstruction Finance 
Corporation, to save the status quo. It remains to be seen 
how successful this will be. It is open to question whether 
in the final analysis the status quo of many corporations 
should be saved. In some cases receivership and the actual 

scaling down of funded in- 
debtedness appears the only 
wholesome course. In_ in- 
dividual situations this possi- 
bility unquestionably consti- 
tutes a danger signal for in- 
vestors possessing any security 
less than a first lien, but in the 
general business picture it 
would be a favorable develop- 
ment to proceed and finish 
with necessary adjustments of 
this kind. 
The present evidence sug: 
gests that recovery of profits 
will by no means follow an even pattern, although the 
majority of industries will participate to some degree. The 
petroleum industry, textiles, leather and fertilizer, for ex- 
ample, ran into depression well in advance of most others, 
for reasons peculiar to 
themselves. It is possible 
that some of the older in- 
dustries which have had 
longest to apply the forced 
lessons of adversity will 
make a relatively good 
showing in the next era of 
better times. Internal im- 
provement in the situation 
of the textile industry has 
made notable progress in 
recent years. Similarly, the 
petroleum industry is per- 
haps the first of the great in- 
dustries to show convincing 
signs of recovery at present, 
a majority of the large, in- 
tegrated companies having 
turned this year from loss 
to profit. 

In general, it is difficult 
to see much early promise 
in most lines of producers’ 
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goods because of the existing excess of capacity. In con- 
sumption goods the progress of improved demand will be 
limited only by the speed with which pending cost adjust- 
ments are completed, for this potential demand is un- 
limited. To realize anything like its maximum possibilities 
it may be that fundamental changes will have to be made 
in our ideas of distribution. . 

It is apparent in retrospect that far too large a propor- 
tion of the profits of the last boom period were re-invested 
in surplus producing facilities. Possibly the future will 
se a broader distribution of the earnings of industry to 
the masses of employees, with emphasis upon the mainte- 
nance and expansion of purchasing power rather than upon 
enlarged facilities of production. This may, in part, take 
the form of much reduced hours of labor. 


Handicapped Industries 


In any event it appears probable that for at least sev- 
eral years the industries and companies most directly en- 
gaged in production of capital goods will have the most 
adverse prospect, while those engaged in producing or dis- 
tributing consumption goods will be in a relatively favored 
position. To make the classification broader, the companies 
dealing in goods or services of necessity are those most 
likely to survive and to prosper. This characteristic re- 
quires as careful investment attention at present as do such 
questions as funded debt and 
financial strength. 

On the whole, the showing 
of earnings soon to be issued 
for the second quarter of 1932 
will be unfavorable. It ap- 
pears probable that the ag- 
gregate of industrial reports 
will be fully 70 to 80 per cent 
under that of the second quar- 
ter of 1931. Railroad profits, 
in the aggregate, have dis- 
appeared. Even the relatively 
stable public utilities are ex- 
pected to report second quar- 
ter net earnings fully 25 per cent under the level of a year 
ago. 

So far as the purely economic factors are concerned, 
it is probable that the summer months will see the low 
point in general business 
earning power and that the 
latter part of the third 
quarter should see the in- 
itiation of moderate im- 
provement. Prediction of 
this kind, however, is made 
hazardous by the continuing 
political and psychological 
factors. 

In considering future 
earnings prospects it is to 
be doubted that a com- 
pany’s size will be as im- 
portant an investment fac- 
tor as in recent years. Big- 
ness has been a fetish with 
us and reaction from it is 
by no means impossible. 
Mergers have been piled on 
mergers, only to show that 
there is a point of diminish- 
ing returns and efficiency in 
size. Some of the big will 
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grow smaller in coming 

years and many of the 

small will grow bigger. 

On the basis of their 

essential necessity, the pros- 

pect of a revival in earn- 

ing power appears relative- 

ly bright in the public utili- 

ties, in general merchandis- 

ing, in foods, drugs and 

tobaccos. In utilities both 

a cyclical and secular 

growth in demand can te 

taken for granted, with a 

long-term increase in ag- 

gregate profits. The immedi- 

ate problem of the industry, 

clearly involving some un- 

certainties for investors, is 

the maintenance of its rate 

structure in the face of 

generally lower prices and 

the adjustment, at least as 

regards some companies, of 

capitalization with proper regard for sound property values. 

In communication the problems are essentially those of 

organization rather than of any doubt as to future demand. 
Related to the utilities, the 
longer profit outlook of the 
electrical equipments, domi- 
nated bv General Electric and 
Westinghouse, is favorable 
and is not obscured by exces- 
sive funded debt. The profit 
level in this group is probably 
near a minimum and will rise 
with relative promptness, in 
any business recovery. 

The currently diminished 
profits of most merchandising 
companies can probably be re- 
garded as cyclical, due to 

shrunken public purchasing power. On the whole, there 
is no important surplus of facilities here and nothing to 
prevent a recovery of profit levels comparable to those of 
the past. In a similarly favored position, so far as regards 
the longer future, are the best managed food, drug and 
tobacco companies. In all four of these industries current 
profits show a declining trend and yet at the same time 
reflect a resistance to depression. There has been no such 
wholesale destruction of earning power as in the case of 
industries dealing with less essential products. Moreover, 
these groups are characterized, in the aggregate, by a rela- 
tively strong capital structure, with funded debt light or 
absent. The shrinkage of earnings carries with it the off- 
set that recovery should be reasonably prompt and will 
be participated in fully by equity security owners. 
Petroleum has become an industry of necessity and is 
faced with few doubts as to future demand. Its problems 
are those of internal organization, particularly in the con- 
trol of raw production and destructive competition in mar- 
keting. The principle of proration has now been approved 
by the highest courts, however, and it appears likely that 
the threat of demoralized production has been definitely 
removed for some time to come. It is also likely that the 
experience of the last few years will lead to an abatement 
of retail price-cutting. The movement toward complete 
integration by an increasing number of companies has 
greatly lowered costs and increased efficiency. The chances 
(Please turn to page 326) 
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Domestication of the Russian 
Bear Makes Progress 


Gradual Concessions to Capitalistic Custom, 
Including Even a Return of Religion, 
Apparent Under Stress of Economic Pressure 


By JoHn C. Cresswitt 


about as many defects as a first-class Russian tractor. 
Both have an admirable perfection on blueprints but 
don’t do so well on the road. 

In other words, now that the tumult and the shouting 
about planned economy is beginning to die down, it is 
occasionally suggested that it might be advisable to wait for 
ten or twenty years before passing judgment on Soviet 
planning. It may be that by that time many of the im- 
posing factories the amazing Soviet has built will be 
deserted ruins. Time only can tell, but if it tells negatively 
the future economist and historian will call what we have 
been praising as far-seeing planning one of the most stupid 
mistakes of all time. 

Whatever history’s verdict may be on the main issue it 
is only too apparent that the Soviets are making innumer- 
able mistakes in their day-to-day and year-to-year planning. 
They had as much confidence in the continuation of the 
boom in capitalistic nations as those nations ‘themselves, 
and they planned for Russia on the: assumption that the 
rich capitalistic nations could go on indefinitely supplying 
them with markets and the capital with which to con- 


To Russian economic machine is beginning to develop 


. . . ‘ 
Courtesy “USSR in Construction” 


tinue their program of building a modern industrial state. 

The table on the opposite page shows that they have 
run into debt to the capitalistic countries to the extent of 
nearly 425 million dollars, all in short-term credits. The 
Russian authorities may know how they can liquidate such 
a debt within two years, but with such information as out: 
siders have, it looks as if Russia will soon be much of a 
sinkhole for foreign advances as Germany is. 

This current indebtedness can be discharged only by favor- 
able trade balances and/or gold transfers. In 1930 the 
balance of trade was against Russia to the extent of only 
26 million rubles, roughly equivalent to 13 million dollars. 
But in 1931 it rose to 160 million dollars, and with prices 
of exported commodities still falling while the foreigners 
are getting stiff prices for imports the outlook is for a larger 
deficit this year. So far as the outside world is aware 
Russia produces only 40 million dollars of gold yearly and 
has on hand including monetary reserves only about 250 
millions. All of these figures are of Russian source and 
are calculated on the gold value of the ruble in which 
Russia has to sell and buy in the outside world, whereas 
internally the ruble is of dubious value. 


The People Come Out Into the Streets and Squares of Moscow on May 1 and November 7 to Count Their Forces and 
Demonstrate Their Power 
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So far as the data go Russia is hopelessly insolvent in 
her external relations. Her creditors will be compelled to 
renew present credits, and extend more or withdraw. The 
renewal of credits is inevitable but except on the theory of 
giving more to save what is already in jeopardy further 
extensive credits will be unlikely. In all of 
the talk about the vast Russian export trade 
the United States was foregoing there has 
been little said about what Russia would use 
for money. There is a good prospect that 
even the already executed trade will turn 
into a liability. Our Russian enthusiasts 
may be as badly fooled as our German 
optimists of three years ago. 

There seems to be little prospect that Rus- 
sia will be able to increase her exports in 
the near future. There is a limit to the 
sacrificial endurance of the intensest fanatics, and even the 
absolute Russian state has to admit that. Exports have 
been not from true surplus but from domestic need. Home 
consumption is increasing. The policy of the government 
now is to do so. On western standards of living the Rus- 
sians would not have a pound of foodstuffs to export. 


The Retreat of Communism 


The pressure of facts is emphasizing the difference be- 
tween a blue-print economic system and the actual struc- 
ture. Sovietism is step-by-step yielding to human nature 
and taking up hitherto abhorred capitalistic methods. 
Organized religion has been accounted by the Bolsheviks 
a psychological factor in capitalism. Hence the suppression 
of the churches, but now there seems to be a new policy 
of religious freedom or of some approach toward it. This 
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is partly due, no doubt, to the traditional piety of the 
peasants, but it is also intended to placate foreign 
countries, especially the United States. It is hoped that 
with a little more religion there may be a lot more foreign 
credit. Desire. for political recognition by the United 
States as a means to the trade and credit end 
is probably the impelling motive. 

In industry and commerce the Soviet 
regime seems also to be receding from com- 
munism. The piece system has been intro- 
duced to some extent as a means of stimulat- 
ing productiveness. Different rates of pay 
for different sorts of work and varying 
degrees of responsibility are coming in. The 
workers’ committees as the bodies of ultimate 
control in industries are being side-tracked in 
favor of the single executive plan. Recogni- 
tion is being extended to the intelligentsia and bourgeois 
groups which have hitherto been outlawed. Private trade 
is increasing. Nobody hints that the Soviet government is 
in any danger but practically all observers agree that the 
Russian tyranny is gradually discovering that many capi- 
talistic practices are more favorable to the well being of 
the proletariat than communism undefiled. 


Unrevolutionary Revolutionists 


It may be only a mask but outwardly at least the Rus- 
sian rulers seem to have lost most of their former enthusiasm 
for world-wide revolution. They are having such a busy 
time trying to make communism work at home that they 
have little energy for the promotion of foreign turmoil. 
The present upset of capitalism has served to remind them 

(Please turn to page 327) 








Estimated Outstanding Russian Obligations, with Comparison of Information from 
Different Sources 





Total Outstanding 
Obligations 1982 1933 1934 


Amount maturing each year. 





Trade acceptances outstanding on Ist May, Amtorg business. 

(Also small quantity of acceptances by other Russian trading 
organizations but amount negligible.) 

Estimate as of Jan. 1 by a Washington authority of obliga- 
tions maturing during 1932. 


$40,178,000 
(cf. German esti- 
mate, 5/1/32 of 

$50,000,000) 


, 


(Probably $20,000,000 maturing after 
1932.) 





UNITED KINGDOM. . : 
Obligations outstanding on contracts insured through Export 
Credits Guarantee Department 
Obligations on contracts not so insured 


(cf. German estimate of May 1, 1932, $50,000,000 to $62,- 
500,000.) 


£10,000,000 
£ 2,500,000 


£12,500,000 
($45,800,000) 


£3,125 ,000 £5,000,000 £ 4,375,000 











GERMANY. 


Obligations outstanding as of about May 1, 1982, according to 
reliable Berlin 
as of November 1, 1931; total obligations outstanding— 

$257,400,000; Maturing: balance of 1931, $56,000,000; 1932, 

$68,700,000; 1938 and after, $133,700,000.) 


Mks, 
advices 1,200,000,000 
(Note—These figures may be compared with an estimate made ($300,000,000) 


Mks, Mks, 
850,000,000 to 825,000,000 
‘Amount maturing after 1982 esti- 
mated between Mks. 825,000,000 and 
Mks. 850,000,000 or roughly equiva- 
lent to $212,500,000 to $206,250,000. ) 


Mks, 
350,000,000 
to 
375,000,000 
$87,500,000 


to 
$93,750,000 





ITALY, ° 

Obligations outstanding as of Jan. 1, 1982, according to an 
estimate made as of Nov. 1, 1931, when total obligat‘ons 
were put at $24,150,000 (460,000,000 lire) 

But German estimate, as of May 1, 1932, for Italy is 
Mks. 60,000,000—$15 000,000. 


$15,000,000 
to 
$22,000,000 


$5,510,000 $16,800,000 $16,800,000 
(Amount maturing after 1932 equiva- 


lent to $16,800,000.) 





Poland ) 
Czechoslovakia 
Austria { 
Others, espec, 
Scandinavia 


German estimate as of May 1, 1992, is 
Mks. 30,000,000 each 


i German estimate, May 1, 1932 


$22,500,000 
$35,000,000 





(Note—The total comes out to the same as the German estimate, 
of Mks, 1,800,000,000--$428,760,000. The German figures are 
higher for U. K. and U. 8. A., and lower for Italy than those 
from other sources.) 


$422,500,000 
to 
$442,000,000 
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An up-to-date compilation, published for the first time 
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Things 
To Think 
About 


Soaking the “Rich” 
(( sis ax has saved the public from a very moderate 


sales tax but in the new income tax rates will make 

a large section of the “white collar” class pay through 
the nose. It has been widely charged that the motive of 
the new law is to “soak the rich.” If so, a good many 
innocent bystanders, caught in the barrage, will wonder 
what constitutes wealth. The fact is that the percentage 
of increase in taxation is far heavier on modest incomes 
than on large ones. Thus, a married man without de- 
pendents and with an income of $100,000 a year will pay 
a total tax of $30,100, or not quite double the tax under 
the 1928 law; but the man with $4,000 a year will pay a 
tax of $60, or more than ten times the $5.63 paid under 
the old law. The man with $5,000 a year pays $100 or 
more than six times the $16.88 formerly extracted from 
his bank account. This means that in many instances in- 
comes may have come down greatly, but income taxes are 
higher. For example, a person earning $10,000 a year in 
1928 paid a tax of $129. Let us suppose that in the de- 
pression his salary has been reduced 40 per cent or to 
$6,000 a year. His tax will be $140. Few will object to 
the payment of such rates as an emergency matter, but 
their continuance for any length of time is certain to lead 
to agitation for a fairer and more broadly-based system of 
Federal taxation. It need hardly be said that the general 
effect upon business can only be harmful. In Federal in- 
come tax alone, and this is only one of many direct and 
indirect taxes he pays, the $4,000-a-year. man pays the 
equivalent of one month’s rent. The difference necessarily 
will come out of reduced general purchasing or reduced 
savings. 


The 5-Day Week Arrives 


Social and economic changes of vast importance have a 
way of creeping upon us almost unaware. So it is with 
the five-day week. It appears probable that the present 
depression will go far toward establishing five days and 
forty hours of work per week as the accepted and proper 
standard. This movement is advocated by many econo- 
mists and business men not only as an emergency matter 
but as a permanent improvement. It has been given a 
tremendous impecus in its recent adoption by the Standard 
Oil Co. of New Jersey. The magnitude and prestige of 
this corporation is such that its action is certain to invite 
imitation. Several other companies of important standing 
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are reported to have the plan under consideration. It js 
regarded as the one practical way of spreading the avail 
able work and reducing unemployment. It will slightly 
reduce individual incomes but compensate for it with ad. 
ditional leisure. As with any new movement, there is a 
certain amount of opposition. There was opposition years 
ago when men balked at working twelve hours a day. It 
was within the lifetime of most of those now living that 
the eight-hour day was a novelty and department stores 
thought they could exist only by remaining open Saturday 
evenings. Ever since the inception of the Machine Age 
the trend has been toward shorter hours of work. If the 
machine is worth while, it could not be otherwise. The 
five-day week is not really new. It merely represents 
another step along the road we have long been following. 


Tax Free Bonds and Others 


The enactment of the new tax bill, imposing a substan. 
tial increase in income taxes, bids fair to have a distinctly 
favorable effect upon the municipal bond market. Munici- 
pal bonds are totally exempt from normal and surtaxes and 
this feature is counted upon to create a substantially larger 
investment demand both from individuals and corporations. 

To the wealthy investor municipal bonds now offer a 
distinct advantage over corporate bonds, from the stand 
point of yield. An individual with net taxable income of 
$100,000 is subject to a normal and surtax aggregating 
56 per cent. Assuming that some portion of this income 
is in the form of interest received on corporate bonds, 
these issues would have to return a net yield of 9.66 per 
cent in order to place them on a parity with tax-exempt 
municipal bonds yielding 4.25 per cent. A selection of 
corporate obligations obtainable to yield nearly 10 per 
cent of necessity would have to be confined entirely to 
second-grade and semi-speculative issues. On the other 
hand, many of the highest grade municipal bonds can be 
purchased today to return a yield of 4.25 per cent. In 
the case of an investor with $25,000 net taxable income, 
the disparity, while not as great, is sufficient to influence 
serious consideration of high-grade municipals. In this tax 
bracket corporate bonds would have to yield 5.18 per cent 
to equalize the return on a 4.25 per cent municipal. The 
difference in the case of an investor having a net taxable 
income of $10,000 is only one-half of one per cent in favor 
of municipal bonds on a 4.25 per cent basis, but if the 
choice of municipal bonds, in this instance is made among 
the obligations of smaller cities, which are currently ob 
tainable to yield 5 per cent, the equivalent yield on taxable 
corporate bonds would have to be nearly 5.60 per cent. 

While this situation is one which is likely‘to favor the 
municipal bond market, it is not one which is likely t 
encourage any considerable amount of new borrowing on 
the part of states, cities and towns, as was the case during 
the post-war era of high surtaxes. Many municipalities 
took advantage of the situation at that time to finance 
public works and improvements on a large scale. Numer: 
ous of these projects were non-productive and in not 4 
few instances their expense is proving onerous. Tax-payets 
already overburdened are not likely to take kindly to any 
project likely to add to their tax bill and special assess 
ments. The tenor of public sentiment is displaying a dit 
tinct leaning toward public economy. For the present, 
therefore, it appears likely that municipal financing will 

ractically limited to refunding operations made necessaly 
by maturing obligations. 
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In addition to their tax-free feature, municipal obliga- 
tions enjoy other qualities which merit favorable considera- 
tion by the conservative investor. The past record of 
municipal bonds will testify as to their inherent security 
and the number of instances where default has occurred 
is comparatively small. Moreover, the majority of muni- 
cipal bonds are non-callable. Nevertheless, the risks of 
indiscriminate selection are, of course, still present as in 
other forms of investment. It will be necessary carefully to 
scrutinize each issue and judge it solely on its own merits. 
Statistical factors are important but the choice of a munici- 
pal bond must give consideration to geographical, sociolog- 
ical and economic factors, as well. Such problems as 
revised taxation schedules, over-lapping debts, tax delin- 
quencies, shifting population and declining industries 
which have cropped out in the past several years emphasize 
the need and wisdom of careful investigation by prospective 
investors. 


Leadership at Last 


Public men have been bitterly criticized for failing to 
solve our national problems. As individuals we have 
promptly cut our budgets, made our adjustments and faced 
the stern reality of our situation. Similar adjustment in 
our public affairs has been painfully slow. It has taken 
time for public sentiment over this delay in retrenchment to 
crystallize, but crystallize it has. As remarkable an agita- 
tion as has ever been known is now sweeping the country. 
It is a demand upon politicians to economize and “stop 
spending our money.” Local budget and economy com- 
mittees are being organized throughout the land. By means 
of the most popular radio programs, leading business men 
are putting the case for public economy to a tremendous 
audience in terms of plain horse sense. They are stating 
flatly that there will be no business revival, no increase in 
employment and no recovery in wages and salaries until 
government—local, state and Federal—ceases absorbing 
25 to 30 per cent of the national income. One such 
talk recently preceded the “Amos ’n’ Andy” program to 
which millions listen nightly. By means of the radio it is 
now possible in this country to mould public opinion upon 
an outstanding issue more rapidly than ever before. The 
currents now flowing suggest that governmental retrench- 
ment is likely to become the leading political issue of the 
times. They suggest that leadership is now arising from 
the people. The politicians who choose to ignore or min- 
mize this movement will not be long in office. 


| To Deposit or Hold On? 


_ The problem of whether to deposit or hold a bond which 
$n a precarious position has puzzled many bondholders 
in the past two trying years, and the recent Cotton Belt 
ailroad reorganization plan certainly has not aided bond- 
Iders in solving the moot question. Holders of St. Louis 
Southwestern Railroad Consolidated Mortgage 4s which 
fell due June 1, 1932, were requested to accept $500 in 
cash and 50 per cent in new bonds as the road’s financial 
Position was distressed. It was stated 


posit, but until the day before the date set for final deposit, 
the 90 per cent was lacking. Almost at zero hour, a bank 
which possessed a block of the much sought after bonds 
deposited a sufficient amount to “put .the drive over.” 
Nevertheless, directors of the road were still faced with 
another problem, as 10 per cent of the issue remained out- 
standing. This problem was quickly solved by paying the 
holders off at full par value, thus giving the “hold-outs” a 
distinct advantage. Possibly all the bondholders were satis- 
fied, but the plan likely will not ease the path of other 
roads seeking similar concessions. 


TOTAL TAX 
- 8,600 
Aggressive Merchandising 8,400 
Today 8,200 


If a young woman not painful to $8,000 
look upon should come into your 7,800 
ofice and ask you where you 7.600 
lunched today, this is to inform you 
that you are being surveyed. The sigs 
number of persons who eat regulary 7,200 
these days has declined to such $7,000 
an extent that one who still does 6,800 
so is prized by the restaurateurs 6.600 
above silver and gold. If familiar ' 
faces are missed in eating places earae 
the proprietors wonder why 6,200 
they have disappeared. Some- $6,000 
times a vanished customer is 5,800 
known by name and _ the 5 600 
restaurant scout may call on 5 400 
him personally and try to find an 
out why he retired from the 5,200 
alimentary scene. Maybe $5,000 
the food was “always the 4,800 
same,” maybe it was taste- 4,600 
less, maybe the service was 4,400 
poor, maybe the furniture 
and decorations were dis- 4,200 
tasteful. All these bits of $4,000 
information when pieced 3,800 
together may give practi- 3,600 
cal pointers on changes or 3,400 
improvements that will mon 
bring the deserters back to 
the good old place. For $3,000 
mass propaganda as well 2,800 
as mass correction, per- 2,600 
sonnel directors of 2,400 
large * corporations are 2 200 
frequently consulted 
by the missionaries of $2,000 
the chain restaurants. 1,800 
(Please turn to 1,600 
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that 90 per cent of the bonds outstand- 
ing must be deposited to make the plan : SSS 
operative. Warnings of receivership ($5,000 Income) 
unless the necessary amount of bonds 

fame in spurred bondholders to de- 
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State Price Control Makes 


Its Bow in America 


Recent Supreme Court Decision on Oil Production 
Control of Far-Reaching Economic Significance 


By James MANDAVILLE 





era = 


their attention to oil. For 





HE present economic de- 
ik pression will go down in 

history as having been 
responsible for many curious 
philosophies. None, however, 
is more unique than the new 
thought with regard to gov- 
ernment regulation of private 
business insofar as price to the 
ultimate consumer is _ con- 
cerned. It started with an 
idea thrown into the air by 
the Federal Farm Board and 
has progressed to state legis- 
lation duly approved by the 
Supreme Court of the United 
States as being quite constitu- 
tional. It is nothing more or 


“The ostensible legal basis for production- 
limiting laws is the elimination of waste, 
including economic waste, and stabilizing the 
industry involved. But will they have these 
stabilizing characteristics? Would it not be 
more sensible to allow the industry itself to 
get together and limit production according to 
known demand, under the watchful eye, if 
necessary, of the Government? 
rience of this kind of interference of govern- 
ment with private business is not encouraging.” 


years the oil industry has been 
staggering along, burdened by 
conditions surrounding the 
production of petroleum and 
has been calling attention to 
the enormous economic and 
other wastes involved. It has 
asked for relief from the Sher- 
man anti-trust law and laws 
limiting trade agreements in 
order that its producers might 
get together for the purpose of 
establishing some sort of re 
lationship between supply and 
demand. Undoubtedly it has 
known exactly how to do this 
if. given the opportunity by 


Past expe- 





less than government inter- 


government but it has never 





ference in business to raise the 
price of a commodity instead of limiting it. 

Not so very long ago the Federal Farm Board turned its 
attention to the condition of the cotton growers of the 
United States. They were suffering from overproduction 
and prices far below the cost of production. Something 
had to be done about it so the Board suggested that the 
growers plow under every third row of cotton in order 
to cut down the amount produced during the current season 
and raise the price to a living wage. 

The net result of this idea was a suggestion made by 
a member of the Georgia Legislature that someone plow 
under every other member of the Federal Farm Board. 
It was not a bad idea but nothing came of it. 

However, one of the cotton growing states was inspired 
to pass a law forbidding the planting of cotton for a year 
providing that three-fourths of the other cotton growing 
states adopted similar legislation. Back of the proposal was 
the thought of raising the price of cotton by limiting pro- 
duction but, as in the case of the Federal Farm Board sug- 
gestion, nothing came of it. As a matter of fact it would 
be quite as easy to limit the growing of potatoes or the 
milking of cows by governmental fiat if one comes to think 
of it. 


It May Work in Oil 


But the idea of rescuing industries from their difficulties 
due to overproduction and low .prices took root in the 
intellects of various state legislators and they next turned 
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been given that opportunity. 
But now state authorities, less expert perhaps, are go 
ing to do it for the oil producers. In fact, they are doing 
it and apparently without much regard to the technique of 
the oil business. The frankly avowed purpose is the rais 
ing of the price of crude oil—state socialism in reverse, 
so to speak. 


States Enter New Field of Control 


Heretofore government interference with private business, 
insofar as price fixing is concerned, has been devoted to the 
ostensible protection of the pocketbook of the individual 
consumer. An outstanding feature of Federal and State 
control and regulation of public services has been the pri 
mary purpose of keeping down the cost to their customers. 
Rides on railroads, kilowatt-hours of electrical energy, 
telephone and telegraph messages must be as cheap as pos 
sible consistent with good service and a fair return on the 
money invested in the enterprises furnishing them. Public 
utility laws recognize the economic soundness of giving 
these services a monopoly of location but undertake to 
protect the public from excessive charges due to monopoly. 
These laws, however, have been limited to businesses whic 
are vested with a public interest. 

Now state governments are taking excursions into busi 
nesses which the courts have recognized as not being vest 
with a public interest. They have reversed the entire 
process of government regulation and control from an ¢ 

(Please turn to page 327) 
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Reason Returning to the Bond 
Market 


Federal Financing, Congressional Legislation and Popular 
Fears of Inflation Still Factors to Be Reckoned With in a 
Thin Market—Caution in New Commitments Necessary 


By J. S. WitiiaMs 


been substantially maintained, but not extended. 
There is a continued absence of confident demand, 
reflecting both the immediate political uncertainties which 
weigh upon the money market and the underlying invest- 
ment doubts which for months have depressed values. 
Considering the abject hopelessness of the bond market 
throughout the month of May, however, it was not to be 
expected that June could produce an instant restoration of 
confidence. The progress that has been made is perhaps 
all that could be asked and is tentatively encouraging. 
Approximately half of the net decline of May has been 
cancelled. The average price level stands 5 points above 
the lowest of the year, but 12 points under the highest of 
the year and 3 points under the most depressed level of 
1931. 


Rive « moderate recovery in the bond market has 


Abrupt Moves in a Thin Market 


The market’s mere return to an attitude of calmness rep- 
resents a desirable change. Intrinsic investment values do 
not change at the rate of 5 to 10 points a day. The recent 
severe decline, the result of necessitous liquidation in a list 
bare of bids, was an 





Necessitous selling, especially on the part of banks, no 
doubt is continuing, but is being conducted with prudence 
and is offset by an increase in demand. In short, while 
some banks are selling in a further effort to increase 
liquidity, others, notably among the larger city institutions, 
are carefully accumulating sound first mortgage issues. 
Whether because of lack of confidence, diminished pur- 
chasing power or both, the general public demand remains 
light and apathetic. 


New Financing, the Test 


For this reason, as well as because of prevailing low 
prices for good, seasoned bonds, new financing remains at 
low ebb and the prospect of a revival in flotations remains 
in a more or less vague future. New financing, when it 
develops, will afford a real test of the position of the bond 
market and will constitute one of the most reliable signals 
of a turn in the tide of depression. In virtually every 
depression of the last century, rising bond prices have 
preceded a revival in business. Such improvement in bonds 
is an essential prelude to recovery, for after a long period 
of deflation it is only by the flotation of bonds that capital 

can be had for large 
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AVERAGE PRICE OF 40 BONDS* 
(IN DOLLARS PER $100 BOND) 
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The Magazine of Wa 


HE MAGAZINE OF WALL StREET’s Bond Appraisals is a new feature designed to pro- 

vide, in accordance with a growing public interest, the salient features of the more 

active and important bonds. In order to cover as large a portion of the list as possible, 
this feature will be presented in two parts. The second section will appear in the following 
issue and thereafter the two groups, covering from 80 to 100 bonds each, will alternate, with 
appropriate alterations and additions, so that holders and prospective buyers of bonds may be 
constantly informed on the largest number of active issues. 


It is naturally understood that all the issues mentioned do not constitute recommendations, 
although the relative merit of each is clearly indicated. For those, however, who desire to 
employ their funds in fixed-income-bearing securities at this time, we have “starred” those 
which appear to us the most desirable on an investment basis. Generally, commitments 
should be assumed in accordance with the discussion accompanying this table. 


Inquiries concerning bonds should be directed to our Personal Service Department. 








Railroads 


Total Amount Fixed Charges 
funded of this times earned 
— Recent Yield to COMMENT 

















Company debt issue —_——_ 
(millions) (millions) 1930 1931 Price Maturity 
Atch., Top. & Santa Fe Gen’! 4s, 1995..... $11 154 3.9 2.7 84 11.8% High grade investment. 
Chic., Burlington & Quincy Gen’l 4s, 1958. 220 93 3.3 2.4 82 5.8 Similar in grade to Atch. Gen. 4s, 

*%Chic., Rock Is. & Pacific Gen’l 4s, 1988.. 3°2 100 1.6 1.0 62 6.5 Stronger than present prices indicate. 
Delaware & Hudson Ist & Ref. 4s, 1943... 59 49 1.3 1.0 73 7.7. Represents large proportion total debt. 
Denver & Rio Gr’de Cons. (now Ist) 4s, °36 121 41 1.3 9 35 ‘a Were not disturbed 1923-1924 reorganization. 
Great Northern lst & Ref. 44s, 1961...... 356 72 1.9 1.3 72 6.7 Business man’s investment—subject to prior 

liens totaling 104 million dollars. 
Illinois Central Coll. Tr. 4s, 1952.......... 365 15 1.5 8 43 11.2 Depressed by beclouded condition R.R, itself. 
Louisville & Nashville Unified 4s, 1940..... 237 1.6 11 78 7.7. Reasonably strong issue, 

% Missouri, Kansas & Texas Ist 4s, 1990..... 107 2.8 1.3 66 6.1 Present price seems over-pessimistic. 
Missouri Pacific Ist & Ref, ‘‘F’’ 5s, 1977.. 410 1.4 1,1 29 am a Md over-capitalized under present 

conditions. 





gise Sisz 








N. Y¥. Central & H. RB. Mtge. 3%s, 1997.. 670 1.6 1.0 73 4.8 Enjoys strong position. 
N. Y¥., Chicago & St. Louis Ref. C 4%s, "78 148 1.6 1.0 16 at Junior issue—outlook doubtful. 
N. Y¥., N, H. & Hart, Conv. Deb. 6s, 1548. 260 2.0 1.6 64 10.8 Speculative. 
* Norfolk & Western Ist Cons. 4s, 1996..... 101 41 7.1 5.4 87 4.6  Exceedingly high grade investment. 
% Pennsylvania R. R. Cons. 48, 1960...... 608 93 1.9 1.3 92 5.0 Strong investment issue. 
Reading Co. Gen'l & Ref. ‘“‘A’’ 4%4s, 1997.. 122 74 2.0 1.4 67 6.7 Koad heavily capitalized, 
St. Louis-San Fran, Prior In. ‘‘A’’ 4s, 1950 286 180 1.5 8 14 th ‘Reorganization’ of some sort likely. 
Southern Railway Ist Cons. 5s, 1994...... 291 92 1.5 ot 62 8.1 Medium grade investment, 
Southern Pacific Ist Ref, 4s, 1955......... 683 144 2.1 1.2 68 6.7  Modcrately strong issue. 
* Union Pacific lst R. R. & L. G. 4s, 1947.. 362 100 3.5 2.7 92 4.8 High erade investment. “ 








Public Utilities 


Total Amount Fixed Charges 
funded of this times earned 





Recent Yield to COMMENT 














Company debt issue ao 
(millions) (millions) 1930 1981 Price Maturity ere 
Am, Gas & Electric Deb, 5s, 2028....... - 197 50 2.4 2.2 75 6.7 Among the better holding co, investments. 
xAm, Tel. & Tel. Coll. 5s, 1946............ 458 67 6.1 6.4 100 5.0 High grade investment. 
Central Ill, Pub. Ser. lst & Ref. ‘‘F’’ 4%s, 

SE <4 ba Wab Gea etinke Seas duane es hen 55 55 2.3 2.0 62 7.6 Middle West control adverse influence. 
Columbia Gas & Electric Deb. 5s, 1961.... 162 103 3.9 2.9 67 7.9 Large bank loans depressing effect. 
Consumers Power Ist & Unif. 4%s, 1968.. 93 68 4.5 3.7 92 5.0 aad & Southern control. High 

grade. 
* Detroit Edison Gen. & Ref. ‘‘D’’ 4%s, 1961 129 119 2.9 2.9 92 5.0 Strong investment. 
Duke-Price Power Ist ‘‘A’’ 6s, 1966....... 40 36 1.2 1.2 40 15.0 Relatively thin equity. 
Duquesne Light Ist “A’’ 4%s, 1967....... 70 70 6.8 5.4 98 4.6 High grade investment. 
Electric Power & Light Deb. 5s, 2030...... 271 $1 1.5 1.4 40 12.5 Junior obligation in an exceedingly compli- 
ceted capital structure, 
G »orgia Power Ist & Ref, 5s, 1967......... 118 98 2.7 2,2 78 6.6 Reasonably good investment, 
Illineis Bell Telephone Ist & Ref, 5s, 1956 58 49 4.0 4.9 101 4.9  Exceedingly strong issue. 
Louisville Gas & El. Ist & Ref. ‘‘A’’ 5s, '52 31 27 3.3 3.3 96 5.3 Good investment caliber. 
*N. Y. Power & Light Ist 4%s, 1967....... 67 66 3.0 2.7 85 5.5 Better grade issue. 
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Public Utilities (Continued) 


Total Amount Fixed Charges 
— . this times earned 
Company deb issue ———————— Recent Yield to COMMENT 
(millieus) a 1930 1931 Price Maturity 
North American Deb. 5s, 1961 25 2.2 2.0 8.2 Holding co. obligation having merit, 
Oklahoma Gas & El. 1st 5s, 1950 34 2.6 2.2 7.6 Recent franchise difficulty. 
Pub. Serv. No. Illinois Ist & Ref, 4%s, °81 123 2.6 2.5 6.7 Reasonably strong investment. 
Puget Sound Pr, & Lt. Ist & Ref. 5%s, ’49 36 1.9 LL 10.2 Medium grade issue, 
United Electric N. J, Ist 4s, 1949 3.9 3.8 4.7 Exceedingly high grade bond. 
Utah Power & Light Ist 5s, 1944......... 1.9 1.8 9.5 Medium grade. 
Western Union Deb. 5s, 1951 2.8 2.1 12.8 Steady decline in margin of safety. 

















Industrials 


Total Amount Fixed Charges 
funded of this times earned 
debt issue c——*——— Recent Yield to COMMENT 

(millions) (millions) 1930 1931 Price Maturity 

Abitibi Power & Paper Ist ‘‘A’’ 5s, 1958.. 54 49 1.8 1.3 17 ae Newsprint hard hit. 

Aluminum Co. of Am. Deb. 5s, 1952 36 7.0t 3.5¢ 90 5.8 Medium grade obligation. 

American International Conv, 5%s, 1949... 21 1.2 1,1 65 9.8 Asset value 12/31/31, $1,275. 

American Radiator 4%s, 1947 10 8.8T 84 6.1 Strong issue, 

Bethlehem Steel Ist & Ref, 5s, 1942 25 4.3 J 80 7.9 Medium grade investment 

Chile Copper Deb. 5s, 1947 35 4.8 F 20 .. Copper tariff obscures outlook. 

Com’! Investment Tr. Conv. Deb, 5%s, 1949 28 3.2 i 85 7.0 Substantial margin of safety in earnings. 

Int. Cement Conv. Deb. 5s, 1948 5.6 e 12.7 Hard hit by construction curtailment, 
xLehigh Coal & Nav, Cons, ‘‘A’’ 4%s, 1954. 3.4 5.7 High grade issue. 

Lorillard (P.) Co. 7s, 1944 2.8 6.5 Reasonably secure investment. 

Marshall Field & Co. Deb, 4%s, 1984/46... 6.0 ae és Large loss 1931. 

McKesson & Robbins Conv, Deb. 5%s, 1950 2.9 }. ‘ Co. in somewhat uncertain financial position. 

National Dairy Products Deb. 5%4s, 1948.. 6.8 Among the better industrial debentures. 

National Steel Corp, Ist Coll, 5s, 1956 11.4 Attractive medium grade commitment. 
xProcter & Gamble Deb. 4%s, 1947........ 46.9 i In the highest class of industrial investment. 

Remington Rand Deb. ‘‘A’’ 5%s, 1947.... 5.7 Speculative—Outlook uncertain. 

Sun Oil Deb. 5%s, 1989...... $06 bdddwbok 11.4 ‘ ‘“‘Medium to strong’’ issue. 

Swift & Co. Ist 5s, 1944 3.3 R ‘ Well secured bond. 

Youngstown Sheet & Tube Ist ‘‘A’’ 5s, "78 2.9 h Unsatisfactory earnings continue. 





Company 


























Short Issues 


Amount Fixed Charges 
of this times earned 
Company Due issue —_—"———, Price Maturity COMMENT 
Date (millions) 1930 1981 Recent Yield to 
Allis-Chalmers Deb. 5s 15 5.4 2.5 68 Drastic recession in recent re 
Am. Sugar Refining Deb. 6s............++ 1.1.87 8 6.2 71 101 ‘ Being steadily retired. 
*Am, Telephone & Telegraph Conv. Deb. 4s 3.1.36 3 6.1 6.4 97 t High grade issue. 
Atlantic Refining Deb. 5s ......... eecee 7.1.37 14 4.6 1.6 92 Reasonably safe investment. 
California Gas & El. Unif, & Ref, Mtge. 5s11.1.37 13 2.4 2.4 101 Assumed obligation Pacific Gas & Electric, 
xChicago Gas, Light & Coke Ist 5s 3.0 100 7 Fxceedingly high grade investment, 
Commercial Credit Notes Series ‘‘A’’ 6s... 11.1.94 1.8 98 Medium grade issue. 
Con. Gas El, Lt. & Pwr. (Balt.) Gen. 4%s2.14.35 3.6 y 100 x Strong investment, 
Cudahy Packing Deb. 5%s a F 2.5 66 — Probably over depressed at present prices, 
Detroit Edison 1st & Coll. 5s ‘ 2.9 ¥ 101 Of the highest class, 
General Motors Acceptance Deb. 6s 1.9 101 Businessman’s investment, 
ett Of Deb. Be ..5.6scisersne eseten’ e+ e12,1.87 3.0 94 : “Medium to high’’ grade issue. 


xHumble Oil & Refining Deb. 5s...... coosee M1.87 71.8 Normally a wide = earned over int. 
requirements. High 


Midvale Steel & Ordnance Cons, 5s RY 4.3 . 81 Guaranteed by Bethlehem. ‘Steel. 
xNew York Telephone Ist & Gen. 4%s 3.8 100 ‘ Filt-edged. 

Norfolk & Western Imp. & Ext. 6s y V8 102 y High grade issue. 
Pacific Tel. & Tel. 1st & Col, 58 J 3.8 100 Of the highest grade. 

Pennsylvania R. R. Sec, 64s Be 1.9 7. 88 ‘ ‘‘Medium to high’’ grade obligation, 


se Light & Power (Mo.) Ref. 
5.1 


























2.9 101 A No refunding difficulties anticipated, 


V’ginia Rail & Pr. 1st & Ref. (now Ist) 5s 7.1.34 11 3.2 98 Strong issue, 
_W'n N. Y. & Pennsylvania R. R. Ist 5s.. 1.1.37 10 1.9 / 90 7.6% Pennsylvania R. R. control—good investment. 








* Our preferences in above list, + Indicated approximately. 
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(Continued from page 279) 
the legislation actually adopted has been, on the whole, 
constructive. Yet the market has at all times been aware 
that the danger of unsound legislation would not end until 
Congress shall have adjourned. 

The policies with which Congress has dallied are dan- 
gerous to the bond market in two respects. Investors have 
been frightened by irresponsible talk of abandonment of 
the gold standard and of currency inflation. However 
little prospect there may be that proposed inflation by 
means of a veterans’ bonus will get by the Senate or a 
Presidential veto, it is discouraging and unsettling even 
that such nostrums could be seriously debated at a time 
when our situation calls for the utmost in realistic and 
honest statesmanship. It need hardly be said that no in- 
formed investor will accumulate bonds on a broad scale as 
long as any threat of inflation hangs over us. 

In addition to the fear of Congressional nostrums which 
threaten the currency and credit systems, there is the more 
fundamental fear related to the Government's fiscal policies, 
since these intimately affect the money market and the 
course of bond prices. Throughout this session of Congress 
the country has been confronted with the danger of ex- 
cessive Federal spending and an unbalanced budget. Noth- 
ing could more surely cast a pall over the bond market 
than the spectacle of mounting public debt, nor could any- 
thing more plainly suggest the ultimate threat of inflat‘on. 


Balanced Budget Necessary 


The outstanding necessity in the country’s present situa- 
tion is that government expenditures be reduced, that ade- 
quate revenues be raised by sound taxation and that the 
Federal budget be positively and securely balanced. Only 
in that manner can the last shred of doubt as to Federal 
credit be removed and only when that doubt is removed 


can the general bond market make any significant progress. 

With reference to Federal finances, affairs have taken a 
turn for the better, but-it is at best a clumsy, halting, limited 
turn. The savings that have been effected in expenditures 
are woefully small. The tax bill, designed to fill the gap 
in the budget, is far from perfect and may well prove in- 


adequate. Moreover, the claim that the budget has now 
been balanced rests partly upon the hypocritical assumption 
that the debt installments due us from the European nations 
will be paid. 

In short, barring an unexpectedly rapid recovery in busi- 
ness earnings, we are likely to find next year that the budget 
is still unbalanced and that the deficit may be a matter of 
many hundreds of millions of dollars. The chief element 
of hope is the present growing public agitation for govern- 
mental retrenchment, the probability that this 
will make itself heard in the coming national 
election and the possibility that the next Con- 
gress, with election worries out of its 
mind, can turn more effectively and pa- 
triotically to the tasks which will confront 
it. On the unfavorable side is the grow- 
ing necessity for unemployment relief and 
the minority agitation for Govern- 
ment-financed construction as a re- 
lief program. 

These matters bear directly upon 
the question of how much money 
the Treasury will have to borrow in 
coming months, and until they are 
clarified the bond market outlook 
will necessarily remain obscure. Sel- 
dom has the position of the highest 
grade bonds been more uncertain. 
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The long term prospect would appear to be decidedly hope. 
ful, for prices are low in comparison with all normal bond 
markets of the past and the probability is that, with capita 
expansion limited for some years to come, interest rates 
will remain low indefinitely. There is little prospect that 
business any time soon will bid up money rates. 

It is the Government’s demand for money—no one know. 
ing its limit—which obscures the picture. The Treasury 
has been highly successful in a vast total of short term 
financing and has continued to postpone long term flot 
tions. It has been able to borrow on favorable terms both 
because it has borrowed only for short term and becaug 
it has had the advantage of a purely artificial bond market 
in that the easy money policy of the Federal Reserve Board 
has established fictitious or inflated values for Government 


bonds. 
Outlook for Governments 


There is, of course, a limit to Federal Reserve purchases 
of Government bonds and many observers believe that limit 
is not now very far away. Indeed, a time will come when 
the operation will be reversed and the Treasury will have 
to pay a rate of interest more accurately reflecting the 
actual credit rating of the Government in relation to the 
supply of funds available for this type of investment. Ac. 
cordingly, there is a distinct possibility that sooner or later 
Government bonds will recede somewhat from present quo: 
tations. The yields obtainable on such securities necessarily 
affect the prevailing values of other gilt-edged bonds 
Hence, it appears unlikely that the highest grade bonds 
can experience more than modest advance as long as gov: 
ernmental financing uncertainties weigh upon the market 

It becomes increasingly apparent also that bonds of this 
type will be adversely affected by the very high income 
and surtax rates imposed in the new tax bill. For investors 
of large income a gilt-edged corporate bond yielding 5 per 
cent is no bargain when tax-exempt government securities 
can be had for yields of 3 to 4 per cent. 


Where Large Recovery Will Be Seen 


As for all other classes of bonds, the influences at work 
are much the same as those determining the course of the 
stock market. Relatively low prices for gilt-edged bond 
necessarily lessen the attractiveness of second-grade and 
speculative issues, but in the main these bonds are depressed 
by doubts directly concerned with business and with the 
trend of earnings. Many junior bonds are now in much 
the same position as stocks, as regards uncertainty 0 
security and income. ; 

While presenting a considerable element 0! 
risk, it is, of course, in bonds of this class that 
the most notable recovery will ultimately 

occur. It will occur, however, only with 
a basic and broad revival of business 
and this is not yet in sight. Meanwhile 
the danger of further losses remains cot’ 
siderable, although for the majority 0 
long-term investors it is not at all ur 
likely that further losses will prov 
to be of the paper variety. That is 
the most depressed domestic bond: 
in the aggregate have gone very !# 
toward discounting receivership, ! 
they have not in many instances 
actually over-discounted it. 
Thus, a recent compilation shows 
railroad bonds of a total par valve 
(Please turn to page 334) 
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PENNSYLVANIA R.R. 





Selling At Less Than Annual 


Boom-Time Earnings 


Recent Omission of Dividend After Decades 
of Consecutive Payments Emphasizes Position 
of Even the Strongest Roads at Present 


ect.” That is the description 

which investors for genera- 
tions have applied to the Pennsylvania 
Railroad. It paid generous dividends 
for eighty years without interruption, 
such distributions totalling more than 
one billion dollars. In addition, sur- 
plus earnings of many hundreds of mil- 
lions of dollars were ploughed back 
into the physical properties in exten- 
sions and improvements over a period 
of years until, even on the conservative 
appraisal of the Interstate Commerce 
Commission, the asset value behind 
the common stock reached a level of 


‘Oe of the biggest and strong- 


Yet the 245,000 individuals who bought this stock as 
agood investment have seen the experience of eighty years 
confounded. The dividend, which was accepted by older 
generations of investors as having virtually the strength 
and stability of Gibraltar, has been omitted. The stock, 
which thousands of traders used to consider a good buy 
a 50 and a sale at 70, has recently established an all-time 


low of 6. 


Price Less Than Annual Earnings 


By Nicuotas T. CaLHouN 











$180 per share. in the process. 


through. They will never again have 
such a volume of traffic as they pos- 
sessed in the past. The motor truck 
and bus, the pipe line, the airplane 
and inland waterways are taking traffic 
from them and in future will take 
more. The railroads are so thor- 
oughly hamstrung by Government 
regulation that they can never again 
prosper. In relation to the prospect 
of a new and lower “normal” of busi- 
ness activity in this country, the rail- 
roads are over-capitalized. Many will 
have to be reorganized and equity in- 
vestors will be squeezed out or assessed 


Hence, most railroad common stocks are 
not attractive at any price. 

So pictured by the pessimists is the Pennsylvania, along 
with all-other roads, good, bad or indifferent. Certainly 
the cautious investor should at least consider the adversities 
thus pointed out. Without by any means swallowing them 
whole, he probably will come to the sensible conclusion 
that in any event recovery of the stock is likely to be slow 
and that new commitments should be prudently deferred 


until there is a change in the business tide and some 


earnings. 


This price is less than Pennsylvania earned annually per 


share during the five years 1925 through 


lightly more than average annual earnings for the ten 
years 1921-1930. It is only approximately twice the aver- 
age annual dividend paid by the road for eighty years. 

The change, obviously, is of cataclysmic proportions. 
Thousands of owners of Pennsylvania stock necessarily 


wonder what it means. 


Thousands of 


Wonder whether this 2-billion-dollar transportation system 
a8 a future and whether the stock is on the speculative 


atgain counter. 
€ pessimistic arguments are familiar. 


to the prevailing psychology of despair, the railroads are 
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1929. It is only 


potential buyers 


First, according 


evidence of a reversal of the downtrend in railway 


What Brought the Decline in Earnings 


Such a policy is not inconsistent with a sane hopefulness 
regarding the longer outlook. Here is a railroad whose 
more than 10,000 miles of line embraces thirteen states 
and approximately half the population of the United States 
—the most highly industrialized territory in the country. 
Because of the industrial nature of its territory, the Penn- 
sylvania has always suffered relatively sharp fluctuations 
in traffic and in profits. Industrial activity in this depres- 
sion having fallen lower than ever before, it is natural 
that the effect upon Pennsylvania is more pronounced than 
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ever before. That is the whole story of present adversity. an important stake in aviation transport. It is fully alive 


There is nothing in this situation to suggest that the 
future economic function of the Pennsylvania Railroad will 
differ materially from what it has been in the past. The 
service of transportation which it provides is basic and 
fundamental, and virtually as integral a part of our struc- 
ture as are the rivers and mountains and fields and mines 
of the territory it serves. Whatever the future may hold 
these facilities will continue to move freight as long as 
America exists. 

The fear that competitive forms of transportation will 
wreck the Pennsylvania is literally grotesque. None of 
the modern rivals of the railroad is a development of the 
depression. The automobile, the airplane, the pipe line 
and the inland waterway were with us in full glory in 
1929. There was business in abundaneé for all, but the 
railroads then, as now, hauled the overwhelming bulk of 
the available freight and earned satisfactory profits. Irrefu- 
table statistics prove that the motor truck carries less than 
3% of the country’s freight. 


Truck Competition Not Feared 


Considering present motor traffic congestion, it is to be 
doubted that trucks will ever carry more than a minor pro- 
portion of our freight, despite their admitted advantages 
in many types of short-haul transportation. It is obvious 
that any important increase in such transportation, would 
require an enormous multiplication of existing highways, 
at a cost of many billions of dollars. That such facilities 
will be built for private business at public expense is in- 
conceivable. Indeed, the trend already is in the other 
direction, with more and more states inclining toward 
regulation of truck and bus traffic and toward substantially 
higher taxation of them. 

Wise railroad men do not fear the new forms of trans- 
portation. They do insist that such competition must be 
more fairly regulated in the future and on this stand public 
opinion is swinging in their favor. Moreover, the best- 
managed railroads look forward to the time when they will 
inevitably be not simply railroads but super-transportation 
systems, the fundamental base on which all available forms 
of transportation will be coordinated. 5; 


This conception of the future character of rail service 


is one of the outstanding attributes of the management of 
the Pennsylvania Railroad. The system is already heavily 
committed in truck and bus transportation and likewise has 


to the possibilities of the truck, bus and airplane and ip 
the longer future is more likely to benefit from its adapta. 
tion of them than to suffer from their competition in the 
hands of others. 

In thus building for the future, Pennsylvania also is fully 
alive to the possibilities of effecting further improvements 
and efficiencies in rail service. It has undertaken a vag 
program of electrification of its lines and is continuing 
this with the aid of a $27,500,000 loan recently obtained 
from the Reconstruction Finance Corporation. Further to 
bolster its passenger trafic—which constitutes probably 
19% of all rail passenger traffic in the country—it has 
adopted modern air-conditioning in its best trains. 


Traffic Shrinkage 


As with the assertion that the new forms of transporta- 
tion sound the death knell of the railroads, so there is a 
similar element of the grotesque in the claim that Govern- 
ment regulation prevents the roads from making money. 
This article holds no brief for the Interstate Commerce 
Commission. Governmental policy with reference to the rails 
has been inexcusably stupid. Future regulation will have 
te be, and probably will be, along more sound lines. 

But the plain fact is that there is nothing new about 
such regulation. We have had it for years and it has not 
kept good roads from earning satisfactory profits when 
traffic was available. In short, the immediate difficulty of 
the Pennsylvania, as it is with most other lines, is simply 
a shrinkage in traffic, due to general business depression. 
This is fully 90% of the problem. It has always in the 
past been solved simply by a normal trade recovery and is 
likely so to be solved again. 

Meanwhile, however, it must be conceded that no posi 
tive answer can be given to the question of how present 
Pennsylvania security owners, and’ particularly holders of 
the common stock, will fare. That an enterprise so huge 
may need to be substantially reorganized appears highly 
improbable. Yet it certainly would be possible in the event 
of still further substantial shrinkage in traffic and earnings. 

Gross revenues in 1931 fell to $448,090,000, as com 
pared with $59,465,000 in 1930, $682,702,000 in 1929 
and the road’s record high of $709,817,000 in 1926. Net 
income in 1931 dropped to $19,941,000, as compared with 
$68,809,000 in 1930 and the record high of $101,378,000 

(Please turn to page 326) 
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After Three Years of Depression— 


What is the Investment Outlook 
For These Companies? 


Tite is the first of a series of brief sketches on important companies in which there is 


broad security interest. Investors will find in them a concise picture of how corpora- 

tions in which they are present or prospective partners are meeting the difficulties of 
these unusual times. The analyses presented below are designed to fill this need and are 
not to be construed as recommendations for present purchase. In fact, numerous companies 
in an unfavorable position will be frankly discussed as well as those more fortunately situ- 
ated. Selections may of course be made from those favorably described but even in these 
it is not recommended that commitments be assumed until general counsel to do so is given 
in the market article which appears in each issue of this magazine. 

It will be noted that at the top of each analysis there is a suggestion as to the trend 
of the industry—and an indication of the company’s financial strength. On the basis of 
quick assets, particularly cash, many stocks appear cheap but it should be borne in mind that 
the predominant factor in fixing present-day prices is current earning power—not the earn- 
ing power in prospect or of recent years or even last year but earning power today under 








adverse conditions. 


Air Reduction Co. 


Position of the Industry: Relatively well sustained. 


$17,459,727 
5,601,703 


Price Yield — 
$40 $3.00 7.5% 


HAT Air Reduction has been able to cover and pay 
the regular $3 dividend on its common stock until 
now, to say nothing of extras at various times, speaks 

well for the company itself and for the industry in which 
tt operates. It has, of course, been affected to some ex- 
tent by the depression, for the steel industry, railroad shops 
and the automobile industry are normally good customers 
for the company’s gases and welding apparatus. The 
effects of depression are shown by the trend of per-share 
earnings, which declined from $7.75 in 1929 to $6.32 in 
the following year and to $4.54 in the past year. For the 
generally disastrous first quarter of 1932, Air Reduction 
reported earnings of 77 cents a share, or an amount sufh- 
cient to cover the $3 annual dividend rate with a small 
Margin to spare. 

In all fairness, however, it must be admitted that in the 
ast two quarters for which reports are available the com- 
pany has had the benefit of smaller depreciation charges 

it has been accustomed to make. On the other hand, 

teciation for a number of years has averaged around 
%2,000,000 annually and in view of the fact that the com- 
pany’s fixed property after reserves has never been carried 
materially in excess of $13,000,000 it seems quite probable 
that past debits for depreciation were over-conservative. 
Reduction’s prospects for the balance of the year 
ut not particularly good in themselves, but they are cer- 
tainly a great deal better than for industry in general. It 
S expected that the regular $3 dividend will be maintained, 
wat the worst that any reduction will be moderate. The 
haying of extras, however, is likely to be interrupted. 
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Cudahy Packing Co. 


Position of the Industry: Depressed—Price decline prin- 
cipal adverse influence. 


.... $22,047,104 
5,217,962 


Co.’s working capital 
Cash or Governments 


Price ; Yield 
$22 h 11.4% 


ONSTANTLY declining prices in an industry where 
profit margins are calculated to a fraction of a cent 
is perhaps the principal cause why meat packing in 

the immediate past has made a relatively poor showing. In 
addition to which, of course, there has been the usual cut- 
throat competition. Yet, in spite of these unfavorable 
fundamental factors, there are companies in the industry 
which have continued to operate profitably—and among 
them the Cudahy Packing Co. 

For the fiscal years ended October 31, 1929, 1930 and 
1931, this company reported earnings on its common stock 
equivalent to $4.13, $5.03 and $3.06 per share respectively. 
Until recently Cudahy had been paying dividends at the 
rate of $4 a share on the common, but circumstances made 
it advisable to reduce this rate to $2.50. 

Among the reasons for Cudahy’s comparatively good 
showing in an industry where profits are notoriously hard 
to garner, are its various side-lines. These include soap, 
hides and glue. In addition to which it has the well-known 
scouring powder “Old Dutch Cleanser.” These have all 
contributed to offset the effects of depression and the diffi- 
culties which appear to be inherent in the industry. More- 
over, there have been a number of internal steps taken in 
the interest of economy. Wages and salaries were cut 
10% less than a year ago, while another reduction of the 
same amount became effective some two weeks ago. In 
view of the fact that the business is now being run more 
efficiently than ever and that inventory losses in the future 
must necessarily be smaller than in the past, it would 
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seem foolish in the case of Cudahy to view the outlook 
too pessimistically. 


Auburn Automobile Co. 


Position of the Industry: Period of adolescent growth now 
over and.future likely to be intensely com- 
petitive for a more or less stable volume of 


business. 

Co.’s working capital . $12,477,243 
Cash or Governments ... 8,409,716 
Price Div. Yield 
$60 $4 & 8% stock 14.7% 


UBURN has been faced with the unpleasant fact that 
A a larger and larger proportion of automobile sales 

are going to the low-priced field, while it has con- 
tinued to struggle for the medium-price business. A con- 
tinuance of this policy made it unlikely that profits would 
ever again attain the $17.62 a share reported for the fiscal 
year ended November 30, 1931, and it was undoubtedly for 
this reason that the company recently announced drastic 
price reductions. 

There have been reports that Auburn planned entry into 
the $500 field and the cutting of prices appears to sub- 
stantiate them, for nothing could be more logical than a 
stock clearing period before the announcement of a new 
model. Should the company decide to bring out a new 
low-priced car, it is of course impossible to guess as to its 
reception, but one may rest assured that it will meet the 
fiercest kind of competition and that the company will be 
glad of its extraordinarily strong cash position. 

It was undoubtedly consideration of this financial posi- 
tion which caused the directors to declare the other day 
the regular quarterly dividend of $1 a share in cash and 
2% in stock, despite the fact that for the first quarter 
of the fiscal year only 4 cents a share was earned, while 
the second quarter probably was not phenomenally better. 

Under circumstances which thoroughly becloud an in- 
dustry, to say nothing of the difficulty of appraising a 
smaller company’s position in that industry, one cannot do 
other than place Auburn, regardless of its cash, in. the 
category of speculations. 


Bethlehem Steel Corp. 


Position of the Industry: Thoroughly 
down, volume unprofitable. 


depressed—Prices 


ese ries CONNOR 8 ek es ce ees $116,309,698 
Siem sr nee 8. 6. Sc ee 47,692,071 
Price Div. Yield 
$9 — ibis 


the first half of the current year will probably prove 

to have averaged materially under 25% of capacity. 
Yet, it was stated in effect only a few months ago by ofh- 
cials of the company itself that reasonable profits were 
impossible with operations below 50 to 55% of capacity. 
Even giving effect to the 15% reduction in wages and 
salaries which has taken place since that time, it is obvious 
that Bethlehem’s operations are still unprofitable. 

For the first quarter of 1932, a net loss of $3,686,000 
was reported, which after preferred dividends resulted in 
@ deficit of $5,331,000. In the first three months of 1931, 
Bethlehem reported a profit of $1,942,000, or an amount 
sufficient to cover preferred dividends with a small margin 
to spare. While it is not thought that the present quarter 
will be quite so disastrous as the first three months of the 


() tte est hate of the Bethlehem Steel Corp. during 
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year owing to some business placed by the automobile in. 
dustry, it will certainly make a sorry showing. 

Bethlehem passed its common dividend’ some time ago 
and in view of the fact that the continuance of even the 
preferred dividend under present business conditions means 
the constant depletion of the company’s resources future 
disbursements on the senior shares is very definitely a 
doubtful matter. Both classes of security are clearly specu. 
lative. 


R. H. Macy & Co. 


Position of the Industry: Hit by the public’s smaller pur. 
chasing power and the decline in prices, 


ine Weer ChOtiM oo ee kn $10,468,881 
Cash or Governments ..................... 2,965,013 
Price Div. Yield 
$20 $2 10% 


what extent the business of R. H. Macy & Co. has 

been affected by the current depression. For the 
fiscal year ended January, 1930, the company reported earn: 
ings equivalent to $7.13 a share (excluding the income 
from L. Bamberger & Co., which was taken over dur 
ing the year) while in the following years $4.81 and 
$3.62 a share were shown respectively. 

It was unfortunate that the company initiated a major 
expansion program just at time when the adverse funda. 
mentals of a decline in public purchasing power and lower 
commodity prices loomed over the horizon. The placing 
of the Bamberger store on a basis similar to the New York 
store was an expensive business, while further expense was 
the result of enlarging facilities. It is hardly surprising 
under these conditions that the company’s financial posi 
tion was impaired somewhat last year. For example, dur 
ing the period cash fell from $3,826,000 to $2,965,000, 
while bank borrowings increased $2,500,000 to $4,000,000. 

Of course, with the return to conditions even approach: 
ing normalcy, the benefits of the expansion which now 
appears something of a drag will be felt in full. In the 
meantime the low level of business and profits has been 
combated by reducing the regular dividend on the com 
mon to $2 a share annually, compared with $3 and 5% 
in stock, by a 10% wage reduction which is expected to 
result in savings between $1,500,000 and $2,000,000 a 
year, and finally by a number of economizing internal 
changes. Nevertheless, so far during the present year de 
partment store business has been particularly poor and 
there are few valid reasons for expecting any material inv 
provement in the immediate future.. 


‘ies trend of per-share earnings since 1929 shows to 





Borden Co. 


Position of the Industry: More stable than most; subject, 
however, to some price cutting. 


‘ : 9 
Gols working capital ...-. 2... 5.22 5a... $43,646,85 
Cash: or Govermments ..............045.- 15,027,552 
Price Div. Yield 
$22 $3 13.6% 


realized from the fact that the consumption of even 
the necessities of life is being adversely affected 
It is for this reason and also because of the drastic decline 
in prices which resulted in inventory losses that the = 
ings of the Borden Co., retail distributors of dairy prod 


‘i JE seriousness of the present depression may be wel 


~ ; 31, 

ucts of all sorts, slumped somewhat last year. For ee 
: ° share & 0) 

net income was equivalent to $3.82 per share o! yess 
ever’ 


stock, compared with $5.12 in the previous year. 
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theless, when it is remembered that gross sales declined 
more than $60,000,000, the $4,870,000 decline in net profit 
was an excellent showing under the circumstances. 

Furthermore, the company materially improved its cash 
position last year, entirely eliminating bank loans of 
$4,800,000 and increasing the actual cash on hand from 
$9,820,000 to $15,028,000. Inventories of both finished 
goods and raw materials were also substantially reduced 
during the year. Surplus, however, owing to various 
charges and reserves declined some $13,000,000 to $30,- 
022,000. 

From the point of view of the stockholder the most 
serious threat to the future prosperity of the large dairy 
companies, including Borden, would seem to be a price war. 
Since the beginning of the present depression there has 
been sporadic sniping on various fronts. Every now and 
then a milk war breaks out in some town. .There may 
also be new entries into the profitable ice cream field and 
their initial attack is not unlikely to stress price. It must 
be admitted, however, that so far the trouble has been 
merely local. If it can be kept so, there would seem to 
be no reason why Borden and the other dairy companies 
should not continue profitable enterprises under any cir- 
cumstances. 


Electric Auto-Lite Co. 


Position of the Industry: Uncertain prospects for the auto- 
mobile industry becloud to some extent the 


accessories. 
ms WOFMIME GAIL 3 5.8 ke es eee $5,180,219 
Cash or Governments ...................... 592,929 
Price Div. Yield 
$10 $1.20 12% 


bile starting, lighting and ignition equipment, the 
Electric Auto-Lite Co. has one tremendous advantage 
over the actual producer of cars. Generally speaking, it 
makes little difference to Auto-Lite what company takes 
the lion’s share of the automobile business so long as the 
sum total of automobile production is large. It is for this 
reason that the accessory company has fared better in the 
present depression than perhaps would have been thought. 
The Electric Auto-Lite Co.’s peak earnings occurred in 
1929 when $15.35 a share was shown. There was a de- 
cline in the following year to $5.32 and in the past year 
the equivalent of only $4.03 a share was reported. For 
the first quarter of the present year the company earned 
atter all charges 53 cents a share which, while no direct 
comparison is possible, appears to have been little more 
than half that of the corresponding previous quarter. More 
recently the company has been helped by Ford business, 
but Auto-Lite’s activity in the current year will be far 
below that of more prosperous times. 


i the principal factor in the field supplying automo- 





Commonwealth & Southern Corp. 


Position of the Industry: Inherently stable, but subject to 
governmental interference. 


Co.’s working capital ................ .. .$41,812,642 
Cash or Governments ................. . 41,541,774 
Price Div. Yield 
$244 $0.30 13.3% 


A’ with all holding companies, a moderate decline in 
gross operating revenues has resulted in quite a seri- 
ous decline in the per-share earnings of the Com- 
monwealth & Southern Corp. The company also perhaps 
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may be considered unfortunate in that industry takes a 
large proportion of the total power generated. 

For the twelve months ended April 30, 1932, earnings 
equivalent to 33 cents per share of common stock were 
reported, compared with 53 cents for the previous twelve 
months. As indicative of the steadily declining industrial 
activity throughout the region served by the system the 
latest months made comparatively the worst showing. 

Nevertheless, Commonwealth & Southern’s properties 
are basically well-situated and fixed charges are being 
earned with a comfortable margin to spare. Moreover, the 
company has no maturities within the next year or two 
which cannot be met easily from its own resources. Cash 
position is exceptionally good for a public utility organiza- 
tion, although in view of the declining earnings trend the 
present annual dividend of 30 cents a share on the com- 
mon cannot be considered absolutely assured. 





Goodyear Tire & Rubber Co. 


Position of the Industry: Members apparently bent upon 


self-extermination. 

Co.’s working capital ..................... $89,259,859 
Cash or Governments ..................... 33,640,560 
Price Div. Yield 
$7 = zat 


prices which have necessitated huge inventory losses, 
smaller automobile production resulting in a smaller 
demand for original tire equipment, and finally the steadily 
increasing mileage built into each tire, would be sufh- 
ciently serious obstacles to the prosperity of the tire in- 
dustry without the deliberate manufacture of others. Yet, 
tire producers have serenely decided that their interests 
are best served by the acceptance of business at any price 
—*“‘any price” usually representing a large loss. They bid 
against each other recklessly. They sell to mail-order houses 
and filling stations and, because the orders are large, lose 
money on them. And then they enter the retail market 
themselves in competition with their own goods on which 
they have already lost money and naturally lose more. 
Under these conditions, it is hardly surprising that even 
one of the strongest companies in the field, Goodyear Tire 
& Rubber Co., has found the earning of preferred divi- 
dends impossible. And this lack of earning power, despite 
a strong financial position, beclouds its continued payment. 
To the rubber industry, including Goodyear, a return to 
sane merchandising methods is more important even than 
the termination of the depression. 


(Or: would thing that steadily declining raw material 





Hudson & Manhattan Railroad Co. 


Position of the Industry: Moderate fall in commuter traffic 
and real estate rentals. 


Cos wovking capifal .. 22. 0. oe $1,467,000 
Cash or Governments ...................... 316,922 
Price Div. Yield 
$15 $3.50 23.3% 


1929 the smaller number of employed in down-town 

New York and elsewhere, and a surplus of office 
space, have forced the revenues of the Hudson & Man- 
hattan Railroad Co. downwards. Moreover, as an operator 
of a tube tunnel under the Hudson River and the owner 
of real estate in New York City the very nature of the 
business precludes any corresponding reduction in expenses. 
Earnings in 1929 were equivalent to $4.96 a common share, 


S305 th but surely since the stock market crash of 
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in 1930 to $4.69,-while for the past year only $3.44 was 
reported. For the first four months of the present year 
earnings of 75 cents a share made an unfavorable compari- 
son with the $1.41 shown for the corresponding previous 
period. In view of the company’s not particularly strong 
financial position, it clearly seems only a matter of time 
before the regular $3.50 dividend is reduced. 

While the Hudson & Manhattan Railroad Co. in itself 
may be considered a sound, well managed and, peculiar as 
it may seem, a fairly stable business, it is not so from the 
point of view of the common stockholder, for his equity 
is a thin one. His holdings represent less than 30% of 
the total capitalization. Funded debt is comparatively 
large and the interest on this, coupled with other large 
fixed charges in the way of taxes, makes the common stock- 
holders’ equity in earnings even smaller than might be 
thought. Nevertheless, despite this, and despite the ab- 
sence of near-term favorable prospects, the stock at current 
prices has discounted much adversity. 





Johns-Manville Corp. 


Position of, the Industry: Thoroughly depressed—Effects 
of governmental panaceas doubtful. 


Cae ee -eamitel: ee $10,659,455 
Ce Or PONIES 2. eo ee eds 5,144,811 
Price Div. Yield 
$12 a ra 


manufacturer of asbestos products has naturally been 

hard hit by the precipitous slump in building. More- 
over, the adverse influences of depression have been 
intensified because the business recession arrived in the 
midst of a major expansion program. 

Earnings over the last few years clearly tell the story. 
For 1929, the company earned $8.09 a common share. In 
the following year there was a decline to $3.66, while for 
1931 only 8 cents a share was reported and there was a 
substantial deficit after preferred and common dividends. 
Also, as indicative of the further drop in building activity, 
it might be noted that including the first three months of 
the present year the more recent quarters have been suc- 
cessively worse. Early in the spring the reduced dividend 
on the common stock was passed. 

Except for the meager comfort which can be derived 
from governmental proposals, surveys and efforts, to 
stimulate the building industry there is nothing in the near- 
term outlook to indicate any marked pick-up in the Johns- 
Manville Co.’s business. Financial position, however, is 
quite satisfactory, with cash alone far in excess of all 
current liabilities. Moreover, neither the company itself 
nor its subsidiaries has any outstanding funded debt. 


J esnofecres of a CORP., the world’s leading 


Kroger Grocery & Baking Co. 


Position of the Industry: Some recession now being felt, 
but on the whole exceptionally well sustained. 


ee ee en $20,278,307 
ean er Speremeenents... sc ce ee 7,884,339 
Price Div. Yield 
$10 $1 10% 


Grocery & Baking Co. has been obliged to digest 
past excesses in expansion, so that its showing is 
hardly representative of the field. Instead of earnings be- 
ing more or less stable as has been the case with other 
chain stores, Kroger’s declined drastically in 1930 then, 
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O'Grcs 1929, \in addition to the depression, the Kroger 





owing to internal progress, rose in 1931 and it is expected 
that even further betterment will registered for the present 
year. Other chain store earnings for 1932 are likely tp 
be moderately under those of the previous year. 

The highly successful efforts taken by the Kroger Gr 
cery & Baking Co. to combat both the depression and its 
own over-expansion include the wholesale closing of up 
profitable stores or those not suited to the organization, 
better control of inventory and expenses and the establish. 
ment of improved, standardized systems of warehousing and 
merchandising. Despite the fact that Kroger’s sales have 
been running considerably under those of last year, it is 
perhaps significant that sales in the four weeks ended May 
21 were the highest for any similar period since the middle 
of last summer. From present indications the company 
will earn comfortably in 1932 the regular dividend of $1 
on the common stock. Indeed, the whole year’s disburse. 
ment might well be nearly covered in the first six months, 




















Liggett & Myers Tobacco Co. 


of the Industry: Curtailed public purchasing 
power at last having adverse effects. 

$151,134,177 

48,055,451 





Position 






Co.’s working capital 
Cash, Governments, Municipals 
Price Div. Yield 
$39 $4 10.2% 


T is on the trend of small cigarette consumption that 
I the prosperity of our large tobacco companies in the 
main depends. At the beginning of the present de 
pression this was remarkably well sustained; indeed it rose, 
perhaps because idleness is conducive to smoking so long 
as the one idle has money in his pocket. But as the de 
pression intensified the saving of a few cents a day became 
a matter of prime importance to a large number of cigarette 
smokers. Some changed to pipes, others to the “roll-your- 
own” variety, while yet others undoubtedly stopped smok- 
ing altogether. Lately the decline in production of manu 
factured cigarettes has been markedly accelerated. 
There is every reason to believe that the earnings of 
the Liggett & Myers Tobacco Co. will conform closely to 
this trend. For the years 1929, 1930 and 1931 the com 
pany reported net income equivalent to $7.82, $7.15 and 
$6.87 respectively on the combined common and common 
“B” stock outstanding. That there will be a further de 
cline this year in the company’s earnings can be confidently 
expected. 
The financial position of Liggett & Myers, however, is 
such as to enable it to weather successfully any conceivable 
loss of business and, taking the long-term view, there is no 
reason to suppose that the permanent saturation point in 
manufactured cigarette consumption has yet been reached. 
























Chrysler Corp. 


Position of the Industry: Period of adolescent growth now 
over and future likely to be intensely com- 
petitive for a more or less stable volume of 













business. 
Gite woeking capital ... 2... 5 see wt $63,300,232 
Cash or Governments .................... $23,371,168 






Price Yield 
$6 $1 16.7% 


(Gor 1929 a descent to the depths from the boom 





of 1929 was precipitous. Net income for 1930 was 

just about one-hundredth of that shown for the pre 

vious year. Last year, however, the company recognizing 
(Please turn to page 336) 
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tions attempt to translate the hard facts of today and 

yesterday into a forecast of tomorrow. The path 
of the prophet is beset with hazards in that forecasting the 
trend of industry becomes complex with the human factor 
entering into the equation. Two elemental forces are at 
work determining the rate of progress, now together and 
now opposed —the forces of nature and the forces of 
human nature. And, as we know, it is far easier to con- 
quer nature than to tame human nature. Indeed, our 
notable success in bringing this country’s wealth of re- 
sources under man’s control seems to have unleashed cer- 
tain unsocial forces that almost defeat the end sought— 
the general welfare. 

To simplify this analysis of the present and future of the 
public utilities the light and power industry alone will be 
discussed, as fairly representative of the class. Not only 
is the general concept of public utility well exemplified in 
this business of supplying light and power to all who wish 
to buy, but, at the moment, no utility is being subjected to 
more general criticism. 


i () ier by request would anyone under present condi- 





“Dedicated to Public Use” 


First of all, as a practical matter, we should think and 
speak of the public utility always with the accent on 
“public.” simply because this type of private business serves 
the public, is owned by the public, and is under public 
control. “Dedicated to public use” is not a mere polite 
phrase: ever since the days of Lord Hale the idea of public 
control has been an essential part of the concept of public 
utility, which, however, as recently pointed out 
by Mr. Justice Brandeis, is not static. And chang- 
ing values in the power industry render it difh- 
cult to comprehend what is actually the present 
status, much less to see clearly what tomorrow may 
develop. 

As Mr. Swope said last month, “the test of or- 
ganized society, like any organiza- 
tion, is an emergency.” The time 
8s ripe, therefore, for distinguishing 
and separating the good and the bad 
in the record of our public utili- 
tes—for appraising what in the 
system that has brought us this far 
8 credit and what is debit on the 
“cial balance sheet. Without at- 
tempting too detailed an audit, we 
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Public Utilities Today 


and Tomorrow 


An Insight Into the Progress, Position and 
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try After Nearly Three Years of Depression 












By GEORGE OTIS SMITH 


Chairman of the Federal Power Commission 


may make a primary distinction between the tangibles that 
can be expressed in statistics and the intangibles that can 
not be measured in terms of kilowatt-hours. A funda- 
mental characteristic of the public utilities is that their 
status is necessarily a resultant or compromise between 
the driving force of private initiative and the guiding force 
of public regulation. Undoubtedly society is better served 
in that neither force has wholly controlled either the direc- 
tion or the rate of development. 


Better Service at Lower Rates Expected 


Looking backward, we see in the light and power busi- 
ness a record of material achievement to which even cap- 
tious hindsight can file few exceptions. Its marvelous de- 
velopment has contributed in a large way to the general 
rise of American standards of living. Inventive genius and 
financial courage have been characteristic of its undertak- 
ings, and the errors it has made are overshadowed by its 
solid accomplishments in technical progress. Nor has the 
exchange of old methods for new been halted in the two 
and a half years since 1929; on the contrary, the urgent 
desire for lower costs has stimulated a livelier search for 
short cuts to efficiency and new paths to economy. 

Technical advances have made possible improved service 
and lower prices. The 25-year comparison—1902 to 
1927—available from Census figures shows changing use 
values for both men and dollars as employed in this elec- 
tric public utility. Measured by the average output, the 
investor's dollar increased its usefulness from less than 5 
to nearly 9 kilowatt-hours a year and the consumer’s dollar 

increased its buying ability nearly 40%. Man power 
“7% at the central stations in the same period became 
™?’ more than 3 times as effective—from about 82,000 
‘! to nearly 300,000 kilowatt-hours a year. 

Thus the American public has learned to expect 
technical advance: better service at lower rates is 
taken as a matter of course. The light and power 
industry would be popularly con- 
demned, and with good reason, if it 
stood still for a single year or even 
for 30 days. Continuing betterment 
of service is a requirement that goes 
with the title “public service.” And 
that larger service is in fact being 
given is shown in the increasing 
average consumption by the do- 
mestic customer and along with it 
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the constantly lessening average price of the kilowatt-hour. 
It is no forced alliteration to say that adventure, advance, 
and achievement sum up the service record of the electric 
industry in its short life. 


Residential Customers Grow 


The technical press has recorded the notable growth in 
the demand by the residential customers of the electric 
light and power companies during 1930 and 1931. While 
wholesale power demand by industrial and other large users 
dropped 142%, the increase in domestic use was 28%. 
Thus, in kilowatt-hours, the increase in sales to small users 
in considerable degree offset the decrease in sales to larger 
users, so that the losses in dollar volume were remarkably 
small, by reason of the difference between retail and whole- 
sale prices. The additional 4,000,000 kilowatts of generat- 
ing capacity installed and the more than 30,000 miles of 
new transmission lines brought into service in these two 
years should not be regarded as evidence of overbuilt con- 
dition but rather as indicating necessary extensions to new 
customers and conservative preparation for the future. 

Further proof of the stability of the domestic load lies 
in the fact that the 23% increase in use by the average 
householder in these two years was promoted in largest 
part by the sale of electrical appliances. The marked suc- 
cess of these selling campaigns in typical communities on 
both the Pacific and Atlantic coasts strongly indicates that 
the market for electrical energy in the home is far from 
saturated. Furthermore, with the domestic load keeping 
up fairly well even during this third year any revival of 
industry will quickly show in a renewed power demand 
by old customers that will require no selling expenses by 
the utilities. And the increased output will be all the 
more profitable because of the economies instituted since 
1929. 


Stretching the Purchasing Dollar 


The market to be supplied by the public utilities has 
not reached the point of saturation. Bringing the electric 
current to the rural districts of the country, where it means 
added comfort in the home and increased efficiency on the 
farm, is being actively promoted by every large system, 
while the urban population is being reached by the effective 
selling arguments which set forth the savings made possible 
by the electric servant. The economic and social appeal 
of the all-electric home puts the increased consumption 
of electric power out of the luxury class of expenditure. 
All this expansion, whether that even now so apparent in 
the domestic field or that to be expected when industrial 
activity renews its demand upon the central stations, means 
continued improvement of diversity of load, larger use of 
plant, lowered costs, and more attractive rates to 
all consumers; and thereafter the sequence of grow- 
ing demand, better prices, larger use continues the 
beneficial circle. Nowhere is there evidence that 
the light and power industry has reached maturity; 
rather we must continue to look upon it as a lusty 
youth. 

Already the power company ex- 
ecutives have profited from experi- 
ence in these years of changed con- 
ditions. “Stretching the purchasing 
dollar” is the ittting title of a de- 
scription of one large company’s 
revised practice under stress of pres- 
ent circumstances. The result has 
been savings of 7 to 85% in the 
purchase of many items of supplies. 









Many companies, by economies in operating expenses, have 
kept net revenue up despite serious reductions in gross 


revenue. However, this improvement of operating ratio 
had already become almost a habit with many of the larger 
units in the business: one company, for example, in the 
past 8 years has steadily decreased the ratio of operating 
and administrative costs, including taxes, to gross operat- 
ing revenue from 56 to 37%. In the benefits naturally 
flowing from this company’s increasing efficiency its cus- 
tomers have shared, the average selling price to small users 
being reduced in the same period by 1!4 cents to the rate 
last year of 4.29 cents per kilowatt-hour, with the further 
result of an increase of two-thirds in average consumption 
by the householder and commercial customer. 

The fly in the ointment is the political-social question: 
Are the benefits of progress equitably distributed between 
those who produce and those who consume? Frankly assert: 
ing that private initiative has gloriously succeeded in its 
conquest of material forces, we must no less frankly admit 
that it has ingloriously failed at many points where human 
relations are the determining factor. Whatever the reason 
for the difference in result, the distinction is there. 


The Test of Private Ownership 


The emergency test is on. In a period of prosperity the 
good old rule of free competition seemed to serve both 
producer and consumer and it may be that Nature’s primal 
law of the survival of the fittest necessarily controls in 
the business world. ‘ But with the shift of economic scenery 
private business enters in a more humble part. Business 
leaders begin to look around for new rules: the law of the 
jungle may appeal to the strong, but when all feel weak 
they fear lest none survive. As in fleeing before a forest 
fire wild animals forget natural appetites, so in an eco- 
nomic crisis the old instincts of private business are for 
the time subordinated to the common desire for safety, 
with the result that now public control is not shunned 
but sought. Unregulated competition, which has been 
characterized as “anti-social,” is manifestly more out of 
alignment with existing conditions than ever before. The 
clear-thinking and honest-minded leaders of industry recog’ 
nize this fact and say: “We need regulation. Self-control 
is inadequate. Regulation is a true function of govern 
ment.” 

We should, then, come out of the present économic 
emergency with a larger and more adequate idea of the 
public relations of private business. Investors as well as 
consumers begin to demand the benefits of public super’ 
vision, and there may even be a halt in the effort to build 
up the theory that clothing a business with public interest 
involves dangerous interference with private initiative. 
Recent business experience has led many an executive to 
wish that there had been more such “interference 
and to see that a requirement of public convenience 
* and necessity would have protected him and his un 
,'! dertaking from disaster. Several basic industries 
me: are now seeking legislation that would put them 
under public regulation, simply because unre’ 
strained competition is the death of profits. They 
envy the stability of public utilities. 

Tangible results like those earlier 
described directly benefit the i 

a . tangible values, in which both cus 
Na tomers and stockholders are inter 
ested. As bearing upon the ability 
of the public utility to render effec: 
tive service both today and t 
morrow, as the public may demand, 

(Please turn to page 316) 
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The Answer to the Investor's Question So 
Frequently Raised in These Times of Uncertainty 


Will Lower Rates Hamper Utility 


Earning Power? 
By ERNEST GREENWOOD 


ONSERVATIVE investors—and their name is legion 
-pinning their faith on such phrases as “monopoly,” 
“guaranteed returns because of state regulation as to 
rates,” “a public service which is a public necessity,” and 
“stability in spite of unfavorable economic conditions,” have 
invested thousands of millions of dollars in the electric light 
and power industry. 

Now they are asking questions. The fall in public utility 
security prices, the decline in electric power output and 
the occasional dramatic failure of large utility operators are 
not without disquieting effect. In addition, and perhaps of 
particular concern is the trend toward lower rates and the 
probable effect of such rates on the earning position of the 
companies. . 


Fear of Lower Rates 


Such apprehension over rates, however, fails to take into 
consideration two important factors: 

(1) Barring some great catastrophe resulting in the 
complete collapse of everything in the United States, in- 
cluding abandonment of the gold standard, the average 
revenue of the operating companies will not fall off more 
than 5% during the current year. 

(2) While, as a general thing, an expansion of the 
facilities for rendering electric light and power service is 
inevitable each year, the companies will not have to go into 
the money markets to obtain funds for this purpose. They 
will not have to borrow for the simple reason that the 
laws governing regulation of public utilities permits re- 
investment of depreciation reserves in plant. This fact pro- 
vides them with actual, liquid cash with which to take care 
of any requirements of this character. 

In any brief general survey of the situation from the 
investor’s point of view, New York stock market 
prices can be dismissed, as no more than transient 
and fear-born appraisals. True, they have, in many 
instances, caused the greatest distress where people 
have pledged certain types of public utility securi- 
ties with bankers, some of whom have horizons 
bounded entirely by day to day prices rather than 
by sound economic values. But the 
lowering of these prices has been ° 
due to the general situation and to 
forced liquidation rather than to 
anything which may have been hap- 
pening in the electric light and 
power industry. In specific cases 
there have been specific causes. In 
one case it has been due, to a large 
extent, to the embargo on the ex- 


portation of money by most of the South American coun: 
tries which has made it impossible to get the earnings of 
many large utility operations out of these countries. In 
another case is has been due, to some extent, to an in 
ternecine war between absentee banker landlords and cer: 
tain outstanding operating units. In no case has it been 
due to any lack of integrity or fundamental values of well 
and honestly managed operating or holding companies. 
In many parts of the United States there is a rising 
agitation to “reduce the cost of electricity to the same 
extent that the cost of living has declined.” Since 1913 
the price of electricity (as determined by the United States 
Department of Labor for 20 kilowatt-hours per month in 
32 representative cities of the country) has declined by 
20%. It is the only item of the hundreds which the 
Department tabulates which has shown so large a decline. 
Domestic electric service is the only thing which has never 
gone above pre-war figures, while, on the other hand, every 
thing else had a great rise during the period of post-war 
inflation and for the most part still remains at a high level. 


Remarkable Stability of Earnings 


The tendency to reduce rates, either voluntarily or be 
cause of public demand, seems to have caused considerable 
uneasiness on the part of many holders of electric utility 
securities. In spite of the publication and republication of 
figures showing, beyond the shadow of a doubt, that the 
steady reduction in residential rates which has been going on 
for many years has been accompanied by a steady increase 
in gross revenues, the fear exists that rates may fall below 
the safety mark. 

During the 12 months ending March 31, 1932, when 
the present depression was at its height, gross revenues 

fell off less than 2%. During this same period 
the average rate fo: domestic service—the 
largest revenue producing class in the business—was 
reduced 3.8% but the average customer's bill in 
creased 1.4% due to an increase in domestic con’ 
sumption of 5.2%. The following simple chart 
shows the growth of domestic service since 1914, 
the steady reduction of rates and 

the rapid increase in gross revenues. 

These steady reductions in do 

mestic rates have not been due— 

except in rare cases—to the pressure 

of public opinion, the action 0! 

public service commissions respond: 

ing to public opinion, or adver® 

decisions in the few rate cases 

which have found their way into 


294 When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 

















Standard Gas and Electrie 
Company 


Ye HISTORY of Standard Gas and Electric Company 
has been one of continuous, conservative growth and development. 


Not until 1923, thirteen years after incorporation in 1910, was a 
ales dividend paid on the common stock of the Company. During that first 


gs : thirteen-year period, cash resources were conserved to permit develop- 
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the courts. In a ma- 
jority of cases they 
have been purely vol- 
untary and brought 
about by increased 
efficiency of opera- 
tion, the abandon- 
ment of small, isolated 
plants and the inter- 
connection of large, 
central generating 
stations, and savings 
due to consolidations, 
and to a realization 
that, as in every other 
business, lowered 
prices bring increased 
use and lower unit 
costs. The present 
decline in the cost of 
labor, materials and 
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based on a fallacy 
and a lack of 
knowledge of the 
business. Wholesale 
industrial power is 
sold under long term 
contracts and the rate 
structure for this class 
of service is based on 
two factors. The first 
is the demand factor 
and is based, roughly, 
on the size of the in- 
dustrial plant and not 
on kilowatt-hour con- 
sumption. This tends 
to keep revenue from 
power on an even 
keel though the ac 
tual number of kilo- 
watt-hours may be 
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further reductions in 
the future, perhaps of very substantial proportions. 
In other cases they have come about through agreement 
between public service commissions and operating com- 
panies. Some dissatisfied group has filed a formal com- 
plaint. The Commission has held hearings and it has been 
decided that some readjustment of rate schedules is justified. 
Instead of bringing a formal rate proceeding in the courts 
the company officials and the commissioners get together 
and agree on what this readjustment shall be. In this way 
many thousands of dollars of the stockholders’ money and 
many thousands of dollars of the taxpayers’ money are 
saved by avoiding long drawn out and expensive litigation. 
Domestic consumption will continue to increase without 
regard to any unusual economic conditions. Protected, as 
it is, by public utility laws and regulation, and knowing 
that increased consumption is always, sooner or later, re- 
flected in rates so that there is very little increase in the 
monthly bill, the public is not going to turn back to old- 
fashioned methods and devices in the operation of the 
home. 


No Saturation Point in Sight 


The electric refrigerator does its job much more efh- 
ciently and at much less cost than the old-fashioned ice 
box. Washing machines reduce laundry bills and labor. 
Power radios are more satisfactory and more economical 
than the battery receiving set of bygone days. Cooking 
and the heating of water by electricity is rapidly increas- 
ing. No one in his senses is tearing out electric light fix- 
tures and returning to gas or oil lamps and candles. 
Residential electricity, the very foundation of the 
electrical industry, is no longer a luxury but a ne- 
cessity and will show a satisfactory increase in 
consumption cach year for a long time to come. 
Generations will come and go before the saturation 
point is even in sight. 

“But,” says our nervous investor, 

“what of wholesale industrial and 
commercial power? It represents a 
very large proportion of the kilo- 
watt-hour consumotion of the in- 
dustry’s product and surely, in times 
like these, there must be a tremen- 
dous falling off in consumption and 
a consequent loss in income which 
may persist indefinitely.” 
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greatly reduced. The 
other factor is the number of kilowatt-hours sold at so 
much per unit of electrical energy which may cause the 
revenue to vary. 

But there is ample proof of the fact than any falling off 
in industrial power consumption does not bring about a 
corresponding reduction in revenue. The average revenue 
per kilowatt-hour has gone from 1.3 cents in 1929 to 1.46 
cents in 1931, or an increase of about 6%. One very 
large company has been running for months at more than 
20% reduction in output but its financial statements show 
no falling off in revenue. It is interesting to note that 
there has been practically no change in industrial power 
rates during the past six years. In 1922 this rate was 1.8 
cents. By 1926 it had dropped to 1.5 cents. In 1927 
it was 1.5, in 1928, 1.4, in 1929, 1.4, in 1930, 1.4 and in 
1931, 1.5. There will be no appreciable change in the future. 


Taxation Is a Major Problem 


The tendency on the part of certain types of Congress- 
men and state legislators to look upon any successful in- 
dustry only as a source of unlimited tax income is bother- 
some but not too serious. 

Even the recent Federal legislation to tax electric and 
gas consumption will not hamper utility earnings since the 
law in its present form will permit of the utilities to pass 
the tax on to the consumer. Moreover, this taxation, un 
like that on various other goods or services, will not ap- 
preciably reduce the public’s consumption of electricity. 

There does not seem to be the slightest reason for in 

vestors in sound electric light and power securities 
to be disturbed by the present economic conditions, 
by the political situation, or by the trend toward 
lower rates, a process which has been going on for 
years accompanied by great prosperity in the in- 
dustry. Regulation sees to it that these rates always 
bear a proper relation to expenses plus a fair return 
on the investment. 

If the electrical industry is not 
sound, and if the investors in its se 
curities are not’ safe, then there is no 
such thing as sound business in the 
United States. Certainly no im 
dustry has a better right, nor even 
as good a right, to claim absolute 
stability regardless of times of great 
depression. a 
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Natural Gas Enters More 
Stable Era 


Period of Over Expansion and Wild Financing Gives 
Way to More Conservative Growth—Competitive Rela- 
tion to Manufactured Gas and Electric Industry Discussed 


By FRANK R. WALTERS 


thought of natural gas as a by-product in the search 

for oil—something which is here today and gone to- 
morrow. As an investment it was considered as a more 
or less wild cat speculation and the idea of transporting 
it to permanent markets more than a thousand miles distant 
from producing fields existed only as a dream in the minds 
of oil and gas producers. 

Today there are 2 billions of dollars invested in the 
natural gas industry in the United States. There are 55 
thousand gas wells, '72 thousand miles of main and gather- 
ing pipe lines and 50 thousand miles of distributing mains 
serving a population of 22 million people. Natural gas 
had 20% more consumers in 1930 than in 1928 and the 
investment in natural gas properties has almost doubled 
in the past five years. 


[J ton very recent times the general public has 


Era of Development 


The new era in long-distance pipe line construction from 
new fields to new markets started in 1926. Since then its 
development has been little short of dramatic; 1,000 miles 
from the field to the market has become everyday reading 
and no longer makes the front page of the newspapers. 

During the five-year building period (1926-1931) such 
large centers as San Francisco, Salt Lake City, Denver, 
Sioux City, Lincoln, Chicago, St. Louis, Memphis, New 
Orleans, Birmingham, Atlanta and Washington have been 
reached by natural gas lines and other projected lines will 
serve Des Moines, Milwaukee, Minneapolis and St. Paul. 

Foremost in the public eye is the Natural Gas Co. of 
America’s line which is better known as the Chicago line. 
Tapping the tremendous gas reserves in the Texas Pan- 
handle District it crosses six states and is 980 miles 
long. To give some idea of the size of this project 
it required 10,000 cars of pipe weighing nearly 
220,000 tons and 50,000 couplings. 

The line is designed to operate at comparatively 
high pressures; 610 pounds for the present and 800 
pounds ultimately. At these pressures its capacity 
is respectively 175 million and 225 
million cubic feet. This is a far cry 
from the gas pipe line with which 
William Murdock introduced coal 
gas into London in 1915 and which 
was made of old gun barrels screwed 
together, or the gas line which con- 
ducted natural gas from a shallow 
well by the creek into Fredonia, 

N.Y., in 1824. It also shows, as do 
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scores of other illustrations, how far removed the natural 
gas industry is from the early days of wild cat speculation 
which has characterized the beginnings of many other 
great industries such as the railroads, the street railways 
and electric light and power. 

As in the case of so many of our public services a 
great many natural gas ventures have been entered 
into where the economics of the situation did not 
justify them. When the banker has learned that gas can 
be procured in the field at low cost and, when transported 
at 100% load factor, can be delivered so cheaply at the 
markets, he thinks enormous profits can be made and has 
readily supplied the money. He has not appreciated the 
mining hazards, nor the number of years of experience 
which are necessary to operate such a system. He has made 
exactly the same mistake in connection with railroads, street 
railways and electric light and power projects. 

As a result great sums of money have been invested in 
pipe line ventures which will never be returned to the 
investor. However, as Judge H. O. Caster tells us, “when 
the gas supply in the field is adequate, when reserves are 
procured which justify the venture, and when the pipe 
lines are operated by skilled and experienced operators, 
natural gas securities are first class investments.” The esti- 
mated reserve in the principal fields in Texas, California, 
Kansas, Oklahoma, Louisiana, New Mexico, Wyoming, 
Pennsylvania, Mississippi and New York is approximately 
30 trillion cubic feet. 


Effect on Manufactured Gas 


There has been considerable speculation as to the effect 
of these rapid developments in the natural gas industry 
on the artificial or manufactured gas industry. The 
manufactured gas people do not seem to be par- 
ticularly worried. Natural gas, like water, is cheap 
at the source of supply but like hydro-electric power 
it costs money to transport it. These great long 
distance pipe lines cost money. It is safe to assume 
that 80% of the cost of natural gas to the consumer 
is dictated by the overhead of 
charges due to the cost of construc- 
tion and maintenance of these pipe 

line systems. 

To this factor must be added the 
fact that the new markets which 
have been opened up for natural 
gas are already being supplied with 
manufactured gas. What the pub- 

(Please turn to page 318) _ 
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How to Select Public Utility 


Investments 


Guides Which the Investor Will Find Valuable 
in Determining Whether to Hold, Buy or Sell 


By FRANCIS C. FULLERTON 


securities, whether it be bonds, preferred stock or 

common stock, has brought home forcefully in the 
past two years the necessity of careful discrimination in 
their selection. That wide differences in quality exist is 
only too evident from the market action of the various 
issues. What guides should the investor use in making 
purchases, or in determining the relative worth of the 
issues he already holds? 


im experience of the average investor in public utility 


Time for Careful Appraisal 


The public utility industry is not entirely free from the 
effects of general business depression, but because it renders 
essential services to the public which are used in bad times 
as well as good, its record for stability of earnings is prob- 
ably better than that of any other major industry. For 
many years prior to 1930, the three chief divisions of the 
industry—electricity, gas, and telephone—were highly 
dynamic, showing a fairly steady rate of growth, unin- 
terrupted even by periods of minor depression. But the 
severity of the current period of depression has stopped 
this growth for the time being. Low industrial activity 
and retrenchment everywhere are causing a reverse trend 
and this in turn is resulting in lower earnings in some 
cases. Because of the large proportion of fixed interest 
and preferred dividend bearing securities in the capitaliza- 
tion of the average public utility company, the effect of 
the declining earnings is of course magnified when con- 
sidered in terms of the common shares. Over-expansion 
and over-capitalization of some systems has even made re- 
organization and scaling down of capitalization necessary 
and unless general business improves, as the year advances, 
still other systems may experience difficulties. It is, there- 
fore, a time for careful appraisal of current holdings or 
prospective purchases. 

In analyzing a public utility company and ap- 
praising its prospects the investor may approach the 
problem on the basis of the outline on the opposite 
page. 

Discussing first the physical characteristics of the 
company or the system, it is important to examine 
the types of services rendered and the proportion 
of the gross operating revenue pro- 
duced by each. The more stable and 
profitable, and up until recently the 
expanding divisions, have been elec- 
tricity, gas, and telephone. The 
growth factor has keen important in 
these three services. Electric rail- 
way, traction and _ transportation 
formerly were profitable but special 
factors since the war changed the 
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outlook for this division. Generally speaking, transporta- 
tion service is not productive of profits. Some systems 
derive a considerable income from ice service. Water and 
heating are minor services in size, when compared to the 
industry as a whole, but can be classified as general profit- 
able services. 

The gas business should be divided into manufactured 
gas and natural gas. The latter has experienced excep- 
tional development in recent years. The bringing of 
natural gas into well-established territory formerly served 
only with the manufactured product is working out success- 
fully from the standpoint of consumers’ rates and cor- 
porate profit. 

In electric and gas companies, the type of load has an 
important bearing on earnings. A large proportion of in- 
dustrial business causes wide fluctuation of earnings than 
where the bulk of the output is taken by commercial and 
residential customers. The latter two are less influenced 
by business depression. 


Developing Territory Essential 


The territory of operations to a large degree controls 
the future growth of the utility company or system. Terri 
tory which is increasing in population and in industrial 
expansion will naturally provide the source of increasing 
business and earnings for the utility company operating 
therein. Varying rates of growth are indicated for dif- 
ferent communities and sections of the country. Thus, 
the rate of population growth for the United States dur- 
ing the decade 1920-30 was 16.2%. California, however, 
during this decade had an increase of 65.3%. On the 
other hand, some areas will be found almost static over 
a period of years, while a few are even declining thus 
checking the profitable operation of the utility company. 
Obviously, the faster the growth of population in a terri- 

tory and its development, the greater the potentiali- 
ties for utility earnings. 

The type and the physical condition of the prop 
erties of the company have a bearing on the cost 
of producing the services. Modern, efficient plants 
located at strategic points enjoy many advantages 
over older and perhaps scattered plants in a system. 

What has been said regarding the 
physical characteristic of operation 
of a utility company would of 

a7 y course be reflected in the earnings. 

[hres ! A rising trend in gross operating 

aE revenues is indicative of internal 

growth and development of the terri’ 
tory in which the utility company 
operates. Care should be taken 
when determining the earnings 
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growth to compare only the same property or group of 
properties from one year to another. 

Increase in earnings through the acquisition of additional 
properties should be considered separately. In such cases, 
the effect on the per share earnings should be noted. A 
favorable purchase from the 


course, mean sharply diminished earnings on the com- 
mon stock, unless offset by operating economies or increase 
in load factor (electric and gas companies can take on large 

amounts of business during off-peak periods). 
After assuring himself as to the strength and the poten- 
tialities of the public utility 





company, the investor should 





viewpoint of the stockholders 
should result in an increase in 
per-share earnings without the 
investment, on their part, of 


What to Look for in Appraising a 


then make tests on the securi- 
ties to determine their status 
as investments or speculations. 


Public Utility Investment 
ee es 
(1) Physical characteristics of 
operation. 
(a) Type of services rendered. 
(b) Territory of operations. 


For this purpose securities of 
public utility companies may 
be divided into two large 
classes—those of the operating 
companies and those of the 
holding companies. The for- 


additional funds. 

The trend of net operating 
revenue should be considered 
particularly from the point of 
view of the operating ratio, 
ie, the ratio of the operat- 


ing expenses including taxes 
to the gross revenues, for this 
ratio is an index of the efhi- 


flects at the same time the enues. 


character of operations. A (b) Trend of net operating revenues. 
declining trend in the operat- (c) Adequacy 


ing ratio indicates that a 


earnings is being carried down 
to pay interest and dividends 


ing either to increase the mar- 








terest or preferred dividend 


(c) Physical properties of company. 


(2) Earnings of the company. 
ciency of the company and re- (a) Trend of gross operating rev- 


of maintenance and 
depreciation policy. 
greater percentage of the gross (d) Other income. 


(3) Test ratios for securities. 


on the securities, hence tend- (a) Margin of safety for bonds and 
preferred stock. 


gin of earnings for bond in- (b) Common stock ratios. 


mer, generally speaking, are 
more conservative than the 
latter because they are nearer 
| the actual properties. 
| Bonds may be appraised in 
| terms of the security in back 
| of them and in terms of earn- 
| ings. That is to say, utility 
| mortgage bonds are the obli- 
| gations of the operating com- 
| pany, and therefore in addi- 
| tion to being secured by tangi- 
| ble property they are also 
| in a senior position with 
respect to earnings. On the 











requirements, or increasing 
the amount left over for the 
common shares. A rising operating ratio ordinarily cannot 
be construed as a favorable development. 

Maintenance and depreciation charges (retirement re- 
serves) are two important items which the investor should 
scrutinize carefully, to determine their adequacy. Wide 
differences exist among the various utility companies in 
this respect. A study made by the writer, for instance, 
indicated that the combined allowance for maintenance and 
depreciation varied with different companies from an 
amount equivalent to 18.1% of the gross operating reve- 
nues down to only 9.0%, and if the book values of the 
properties were used as a base, the combined charges varied 
from 3.42% down to only 1.24%. It is perhaps interesting 
to know that three of the four companies which had the 
lowest charges for maintenance and depreciation have 
already gone into receivers’ hands. 

If all the utility companies were placed on a uniform 
basis regarding maintenance and depreciation, the net 
earnings would be far different from those actually re- 
ported. Several factors influence the amount that should 
be charged. Traction, ice and natural gas properties 
require more maintenance and depreciate faster than 
electric and manufactured gas properties. Also, a 
growing company constantly adding new properties 
has lower maintenance and depreciation than a com- 
pany which has reached maturity. This is impor- 
tant for the industry at present, because if the 
growth shown for many decades in 
the past should be permanently 
checked, a higher rate for combined 
maintenance and depreciation would 
become necessary. Instead of an 
average of about 2.5% of the fixed 
Properties which is currently being 
allowed, an increase to 4% or 5% 
would certainly become necessary. 

Such a development would, of 
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other hand, holding company 
bonds are usually only the 
promise to pay, at a future date, the principal amount by 
the holding company. Occasionally, however, they are 
secured by the pledge of collateral. The earnings to pay 
the holding company bond interest are derived from divi- 
dends on the stocks which the company holds in operating 
properties or in intermediate holding companies. Obviously 
the holding company bonds occupy a junior position with 
respect to the earnings of the properties controlled. 

The relative attractiveness of a utility bond may be de- 
termined on the basis of both gross and net earnings. Con- 
sidering the latter first, a safe margin is considered to be 
twice the interest charges. This means that net earnings 
can drop off 50% before a point is reached where interest 
requirements are not fully covered. 

In the case of holding company bonds, the so-called 
“over-all” ratio is the important one. By this is meant the 
ratio of net earnings (after operating charges, taxes and 
depreciation) to the combined charges covering interest on 
operating company bonds, subsidiary preferred dividends, 
minority interests, together with the requirements on the 

issue in question. For conservative holding com- 
pany bonds, this ratio should be 1.75 or better. 
Many holding company bonds, however, have ratios 
considerably lower than this. 

If gross earnings are used as a measure of safety 
for bonds, the balance after interest requirements 
should be at least 20% of the gross. In holding 

companies this percentage will gen- 
erally be under this figure, but the 
extent to which it actually is less 
indicates a lower factor of safety. 

A few specific cases of the ap- 
plication of these tests to bonds may 
be cited. Taking a high grade issue, 
the Consolidated Gas, Electric 
Light & Power Co., Ist Refunding 

(Please turn to page 318) 
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Past, Current and Prospective Position 





Gross Ratio -—Derivation of Gross Revenue-—, 

Plant— Funded Common Operating Com. Stock Rwy. Water, H’t, 

Company Book Value Debt Stock Revenues Earnings Elec. Gas and Ice Telephone 
(millions) (millions) (shares) (millions) to Gross 7 To lo % 























1,667,666 69.5 (3) a 79 3 16 2 


(n. p.) 


181.7(1) 





American & Foreign Power ............ 891.1(1) 











1,624,947 Cl. A. 22.0(3) 6.3% (t) 





163.1(1) 





American Commonwealth Power......... 172.9(1) 























Amor. Gas & Bloc... ......cccsccscvcees 430.2(4) 196.2(4) 3,985,365 64,9(4) 22.4% 98 
(n, p.) 











40.5 (4) 8% coke 






2,767,345 
($25 par) 





69.5 (4) 





American Light & Tract ............... 171.4(4) 











American Power & Light............... 736.6(6) 363,6(6) 3,009,230 83,2(4) 1.4% 85 8 6 1 
(n, p.) 




















Am. Waterworks & Elec................ 389.2(4) 182,8(4) 1,750,888 49.9(4) 9.8% NF NF NF 28% water 
(n. p.) 




















Associated Gas & Elec.................. 832.3(4) 482.9(4) 4,684,552 Cl, A 90.5 (4) 4.2% 74 17 6 3 














741,086 25.3 (4) 


(n, p.) 
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1,500,000 
(n. p.) 
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Central Hudson Gas & El................ % 9.9(4) 
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2,126,030 Cl, A 
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Cities Service Power & Light........... 371.8(6) 221.5(6) 650,000 49.6(6) 1.8% 
($100 par) 
















2,554,470 25.8(4) 


(n. p.) 


Cleveland Elec. Illuminating ........... 127.5(4) 40.0(4) 
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11,609,996 18.3% 


(n. p.) 





162.5 (4) 





ein: Mek Be TAD... o.oo vienscncsccces 609.4(4) 
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Commonwealth & Southern ............. 1,051.0(4) 493.0(4) 33,673,328 128.8(4) 10.4% 78 8 12 
(n, p.) 











Commonwealth Edison .......... ein bees 309.9 (4) 180.4(4) 1,726,365 80.6 (4) 20.3% 100 
($100) 














1,167,229 28.5 (4) 66 32 


(n. p.) 
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Cons, Gas, El. Lt. & P. of Baltimore.... 









4% steam 





76(e) 20(e) 





11,476,527 
(n, p.) 
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Edison Electric Illum. Co., The........ 70.0(4) 




































Electric Power & Light ................ 769.3(6) 270.4(6) 3,317,201 80.0(4) 5.0% 55 23 20 2 
(n. p.) 

Engineers Public Service................ 325.8(4) 164.5(8) 1,909,752 §1,2(4) 8.0% 71 3 20 6 
(n. Pp.) 

Federal Light & Traction ............... 44.5 (4) 19.2(4) 509,020 8.0(4) 16.2% 70 15 11 4 
(n, p.) 





















Federal Water Service ................. 172.2(4) 109.3(4) 568,975 17.1(4) 5.5% Chiefly water, small amount of gas. 
(n. p.) 

International Hydro-Elec. .............. 517.4(4) 279.3(4) 858,197 Cl. A 53.1(4) 5.1% 
(n. p.) 

Rees Sealand: TAGWHAG |, «<5 occ ccccccccccs 53.1(1) 23.4(1) 3,000,000 10.8(4) 18.8% 





(n, p.) 
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of Leading Public 


Utility Companies 





— 


Ratio of Maint. & Deprec. to Common Stock Earnings 
—E EEE A. 





Latest 
1932 


—= 
Aver. 
5 yrs. 


acne | 
Plant 


Value 1931 


Gross 


Recent 
Price of 
Common 


Common 
Dividend 


COMMENT 





NF NF 2.03 
4 yr. av. to 1930 


$2 


Chaotic economic and financial conditions in foreign countries 
have severely depressed earnings. Outlook not encouraging. 





0.66(3) 
(a) (t) 


1.50% 0.99 
(a) (t) 


Inability to meet maturing obligations late in 1931 has resulted 
in receivership. System over-capitalized under present conditions. 





NF 4,23 3.57 3.34(7) 


A conservatively managed system with sound financial set-up. 
Earnings trend resisting depression, 





2.76(8) 


Company cortrolled through majority voting stoc’: by United 
Light & Power, is conservatively financed, with earnings well 
maintained. 





NF 3.17 2.04 1.73(8) 


Properties well diversified geographically, but depressed condi- 
tions in copper mining and uncertain outlook for this industry 
cloud outlook, 





NF 2.94 2.80 2.50(9) 


Earnings gradually falling off, forcing reduction in dividend 
from $3.00 rate. In strong position financially. 





0.76 
on Cl. A 


2.12 
on Cl. A 


1.55% 


The earnings equity for Class A and B and common stock very 
thin. Under present conditions system appears over-capitalized. 





2.65% 7,67 7.65 


Conservatively managed gas company. Earnings well main- 


tained on common stock. 





NF 0.96 1.01 


Earnings on common in 1931 equalled that shown in 1930. 
Abeut 30% of stock owned by Niagara Hudson Power Corp, 





d0.90 
on Cl, A 


NF 


Heavy capitalization and fixed charges too great for earning 
power. Readjustment likely. 





Common stock all owned directly or 
indirectly by Cities Service Co. 


NF 


System is part of Cities Service Co. Holding company bonds 
and preferred stock in speculative position, 





2.98 2.51 2.49(8) 


Common represents a com- 
79% of common con- 


A sourd, conservative company. 
paratively high equity in gross earnings. 
trolled by North American Co. 





1.21(8) 


1 stock 


Has engaged in a huge program of expansion in east in natural 
gas, Attractive long term possibilities, with earnings fairly 
well maintained. 





NF 0.33 (9) 


System well diversified, but common earnings represent only a 
moderate equity in gross. Gradual decline in net has forced 
dividend reductions, 





3.77% 9.40(8) 


Supplies Chicago and environs with electricity. Financial set- 
up conservative, but currently influenced by Insull affiliation. 





2.73% 5.09(8) 


One of the soundest utility operating companies. Common 


stock has a large equity in gross earnings, 





2.67% 


Country’s largest gas and electric utility. Sound financial 
condition and operating ratios. Earnings holding up. 





2.47% 8.98 7.48 (11) 


Affected by severe depression in automobile industry. Company 
conservatively managed, with earnings satisfactory under con- 
ditions. 





NF 4.89 


Operates in progressive territory in the south. In sound con- 


dition, 





NF 13.65 


Nearly all of earnings being paid out as dividends. Common 


represents a sound equity in operating utility. 





NF 1,43(9) 


Large expansion into natural gas business in 1980 has not yet 
proved profitable. Large bank loans have been temporarily ex- 
tended, 





2.36% 1.91(9) 


1,00 


About 91% of common owned by Stone & Webster, Inc. Earn- 
ings dropping off moderately, causing lower div'd disbursements. 





NF 2.64 2.57 2.42(9) 


1,50+4% 


Majority common stock owned by Cities Service Pwr. & Lt. 
Earnings on common holding up well. 





2.64 
Cl. A 


1.66 
Cl. A 


1.40(9) 
.CLA 


Class A stock represents a narrow equity in gross earnings, 
F'nancial complications through Tri-Utilities affiliation being 
straightened out. 





3.25 (g) 
Cl. A(3 yr. av.) 


3.20(g) 
ClLLA 


3.53(g) 
Cl. A(8) 


Has expanded rapidly in last three years, but due te general 
business conditions, full earning power has not yet developed. 





0,54 0.68 


Common stock closely held. Has a favorable ratio so far as 
equity in gross revenues is concerned, 
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Past, Current and Prospective Position of 


iJ 





Plant— 
Book Value 


Company 
(millions) 


Gross 
Operating 
Revenues 
(millions) 


-—Derivation of Gross Revenue—Q_ 
Com. Stock Rwy. Water, H’t,” 
Earnings Elec. Gas and Ice Telephong — 
to Gross %o Yo % b a 


Ratio 





Louisville Gas & Elec 81.6(4) 


10.7(4) 


22.1% 75 





Middle West Utilities 1,105.4(4) 


40.0(4) 


(n. p.) 


153.6(4) 


7.5% 





Midland United 312.9(4) 


152.0(4) 


4,333,302 
(n, p.) 


44.3(4) 


2.6% 





National Electric Power 481.1(4) 


280.6 (4) 


720,116 Cl. A 
757,390 Cl. B 


62.1(4) 





National Power & Lt 497.0(1) 


255.7 


5,450,181 
(n. p.) 


77.4(4) 


15 (rwy) 





47.3(4) 


30.5 (4) 


85,370 
($100 par) 


5.7(4) 


19 (ice) 





New England Power Ass’n 


142.5(4) 


932,607 
(n, p.) 


51.6(4) 





New York Steam 


19.1(4) 


360,000 
(n. p.) 


9.7 (4) 


100% steam q 





Niagara Hudson Power 


215.1(4) 


8,717,488 
(n. p.) 


77.4(4) 


15(e) 





North American Co, 


314.8(4) 


6,825,417 
(n. p.) 


117.9(4) 


15 (rwy) 





North Amer. Lt. & Power 


189.2(4) 


1,574,295 
(n. p.) 


46.3(4) 





Northern States Power 


114.6(4) 


341,551 Cl. A 
($100 par) 


40,0(4) 





Pacific Gas & Electric 


308.3(4) 


6,236,286 
($25 par) 


87.6(4) 





Pacific Lighting 


106.6(8) 


1,608,631 
(n. p.) 


48.0(4) 





Pennsylvania Water & Power 


22.5 (4) 


429,845 
(n. p.) 


4.7(4) 





Peoples Gas Lt. & Coke 


94.5 (4) 


714,398 
($100 par) 


36.9(4) 





DENI, .bibcn ss susccuseeseeannn 332.2(4) 


147.6(4) 


4,800,625 
(2. Pp.) 


56.0(4) 





Public Service of N. J. 633.4(4) 


230,1(4) 


5,503,193 
(n. p.) 


137,3(4) 





Public Service of No, Ill 151.5(4) 


122.6(4) 


618,320 
($100 & n. p.) 


35.9(4) 


20 





Shawinigan Water & Power 87.1(4) 


84.3(4) 


2,178,250 
(n. p.) 


18.7(4) 


Chiefly hydro-electric 





Southern California Edison 348.2(4) 


128.1(4) 


3,174,237 
($25 par) 


40.2(4) 





Standard Gas & Electric 1,102.4(4) 


491.9(4) 


2,162,607 
(n, Pp.) 


145.5 (4) 


18 (rwy) 





Standard Power & Lt 1,066.9(4) 


491.9(4) 


1,760,000 Com. 
and Com. B 
(n. p.) 


145.5 (4) 


18 (rwy) 2 





Stone & Webster, Inc. 346.9(4) 


157.3(4) 


2,104,500 
(n. Dp.) 


59.5 (4) 





United Gas 


7,817,144 
(n. p.) 


25.0(4) 


(Chiefly natural gas) 





United Gas Im »rovement 


23,254,424 
(n. p.) 


105.7(4) 


20 
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Leading Public Utility Companies (Continued) 





Common Stock Earnings 
, ae 





Satio of Maint. & Deprec. to 
Ce a 


ne 
Aver. 
5 yrs. 


=e, 
Plant 
Value 


1981 


—, Recent 
Price of 
Common 


Latest 
1932 


Common 
Dividend 


COMMENT 





1.67% 2,36 (a) 


2.63(a) 


2.38 (8a) 13 


1,75 


Dividend on Class A stock covered by good margin. Company 
conservatively capitalized, with large equity for Class A in 
gross revenues. 





1,68% 1,31 


Rapid expansion in last two years, and difficulties in meeting 
maturities has resulted in receivership. Doubtful value to 
common, 





NF 0.41 
3 yr. av, 


Drop in earnings has forced company to pass dividends on pre- 
ferred. Common equity in gross very thin. 





2.88(a) 


Dividends on Class A common and preferred passed. Small 


equity in gross left for holding company, 





1,87 


Net earnings resisting decline, although gross down moderately. 
Should recover fairly rapidly when business conditions improve. 





1,50 


Earnings on common have declined rapidly. Equity in gross 


revenues thin, 





Subsidiary of International Hydro-Electric Corp. Fair mainte- 
nance and depreciation ratio, but equity of common in gross 1s 
small, 





2.28% 


3.83 


Business of company has been increasing rapidly, with bene- 
ficial effect on common, 74% of which is controlled by Consoli- 
dated Gas, 





NF 


0.51 


0.51(8) 


Largest electric power producer in world. Common stock equity 
in gross revenues fair. Earnings holding up well, 





4.17 


3.41(y) 


3.05 (8) 


Company in sound position, showing good ratios for common 
stock. One of the more attractive holding company equities. 





2.34 


1.76 


1,50(8) 


Controlling interest held jointly by North American Co. and 
Middle West Utilities. Equity of common in gross revenues thin, 





10.04 
Cl. A 


9,61 
CLA 


9,20(8) 
Cl.A 


Subsidiary of Standard Gas & Electric Co. Earnings on common 
larger in 1931 than 1930, but currently sliding off. 





3.08(y) 


2.79(y) 


2.70(8) 


A sound and conservatively managed utility company. Earn- 


ings off moderately on common, 





4.23 


4.46 


4,32(9) 


Earnings on common show great stability during depression. 
Conservative and well managed concern. 





1,20(11) 


Common earnings in 1931 higher than in 1930. Exceptionally 
large equity in gross earnings indicated. Well ma.azed com- 


pany. 





10,47(8) 


Earnings on common show stability during depression, but 
Insull arttiliation currently affecting price of stock. 





2,20 


Subsidiary of Standard Gas & Electric. Net income currently 
off about 10% from 1931 results, 





3.82 


3.64(9) 


Sound and well managed enterprise. Good ratios shown for 
common, and earnings resisting effects of depression, 





10.58 


11.20(8) 


An Insull affiliate. Earnings: on common stock holding up. 
Favorable rat.o to gross earnings indicated. 





2,30 


1.91 


A conservative and sound Canadian enterprise. Produces chiefly 


hydro-electric power, 





2.87(y) 


2.53(y) 


2.52(8) 
(y) 


Strong enterprise. Character of business assures stability in 


earnings, 





3,04(8) 


Common stock represents a thin equity in gross earnings, so that 
during period of declining business common earnings drop 
rapidly. 





3.67 
3 yr. aver, 


Owns majority of common stock of Standard Gas & Electric Co., 
with equity in gross earnings even thinner. 





3.06 
(1930) 


0.24(11) 


Owns 91% of Engineers Public Service Co. common and 94% 
of Sierra Pacific Electric Co., as well as other holdings. 





0.27 
(1930) 


d(8) 


Competition with other fvels and gas companies has resulted in 
sharp drop in earnings. Controlled by Electric Power & Lt, Corp. 





1.39 


1,44(8) 


Common represents a strong equity in a soundly managed utility 
enterprise. Earnings have held up well. 
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2 s . 
Past, Current and Prospective Position of 
Gross Ratio -—Derivation of Gross Revenue—, B 
Plant— Funded Common Operating Com. Stock Rwy. Water, H’t, 
Company Book Value Debt Stock Revenues Earnings Elec. Gas and Ice Telephone 
(millions) (millions) (shares) (millions) to Gross %o %o % % 
United Lt, & Power .........seeeeeees -. 446.1(4) 272.3(4) a B 83.2(4) 5.1% 46 41 8 5 
n. p. 
Utilities Power & Lt................20. 352.3 (5) 209.4(5) —s CLA 50,9(3) 10.2% 74 21 2 3 
(n, p. 
United States Elec, Power.............. 1,129.1(4) 491.9(4) 2,000,000 Cl. A 159,1(4) 1.2% 15 
6,580,720 Com. 
Ratio Com, Ratio of 
Company Funded Common Gross Net to Earnings Maint, and Deprec. to r 
Plant Debt Shares Revenues Common to Gross Gross Plant 5 
American Tel, & Tel. (Bell system) ..... 4,195.1(4) 1,054.8 (4) 18,668,361 1,075.8 (4) 16.3% 35.0% 8.81% 
($100 par) 
Ameriean Tel, & Tel, (parent co.) ...... scar h ese 18,658,361 287.8(4) (f) 166.7 57.8% 1 
($100 par) 
Associated Teleph. Utilities .......... > 116.4(4) 69,8 (4) 585,500 17.4(4) 0.8 24.7% 3.71% a 
(n. p.) J 
Bell Telephone of Canada .............. 191.9(4) 71.4(4) Lop 40.9(4) 5.8 14.1% 40.2% 8.56% 
($100) 
International Tel. & Tel.............. oe 420.8 (4) 188.8 (4) 6,400 206 79.6 (4) 1.7 NF NF ‘ 
(n. p.) 
Pacific Tel. & Tel. ....... SSbasWhe souks 425.5 (4) 74.5 (4) 1,805,000 105.3(4) 13.9 13.2% 34.0% 8.42% $ 
($100 par) 
Western Union Telegraph .............. 332,1(4) 107.9(4) 1,045,026 108.7(4) 5.97 5.5% 18.0% 5.88% 12 
($100 par) 
M t and Miscell Hold | i 
anagement an iscelianeous \e] ns 
Gross Net 
Company Assets Funded Debt Preferred Common Revenues Com 
(millions) (millions) Stock Stock (millions) (milli 
American Superpower ............:sscceeceees $131.0(4) none 574,155 shs. $6 Ist 8,293,005 $5.59(4) $0. 
235,207 shs. $6 (n. p.) 
Cemteal. Binbes Mlsotste 2. .iccs.secscccsssevce 88,1(4) 39.9(4) 176,673 7% & 6% 10,130,189 6.59(4) ( 
52,474 Conv. Pfd, (n, p.) ; 
Bey Oe We CNB ais ooo os ee coos eet ene 555.7(8) (m) none 1,455,655 $5 & $6 Pfd. 4,965,490 30,48(8) 15.1 
($5 par) 
Domeral Bak B Whectrle ....ccvccssscsesvccces ++ 129.8(4) 37.2(4) 37,882, $8 & $7 Pfd. 5,940,227 Cl. A 8.85 (8) 2.4 
620,844 Conv. Pfd. 1,999,923 Cl. B 
Hydro Electric Securities .................0008 27.5(4) none 1,006,200 5% 1,476,393 3.02(4) 1.8 
($10 par) (n. p.) 
—_—_ 
Insull Utilities Investment ................000 252.0(4) 550,000 shs. 3,644,014 12,25 (4) 2.3 
78.0(4) (m) 57.7(4) $54, $6, $5 Pfd. (n. p.) 
en 
Public Weility Melding .. 2... ss. sc ccc. cweiavcoes 33.7(10) (m) 11.5 254,026 $3 Pfd. 500,000 Cl. A 1,83 d 
3,143,744 Com. 6 mos, Nov. 30/31 
——, 
een Eee epee pyre res -. 693.9(4) 2,489,065 $3 Pfd. 14,531,197 19,.39(4) 10.96 
' 270.5(4) (m) none (n, p.) 
——— ——— =—— 
(1) As of/or 12 mos. ended Dec. 31, 19380. (5) As of/or 12 mos. ended March 31, 1931. (10) As of/or 12 mos. ended Nov. 30, 1981, (ec) P, 
(2) As of/or 12 mos, ended Oct. 31, 1931. (6) As of/or 12 mos. ended June 30, 1931. (11) 12 mos. ended May 31, 1982. (d) D 
(3) As of/or 12 mos, ended Sept. 30, 1961, (7) As of/or 12 mos. ended Feb. 29, 1932. (12) Quarter ended March 31, 1982. (e) A 
(4) As of/or 12 mos. ended Dec, 31, 1931. (8) As of/or 12 mos, ended March 31, 1932, (a) On combined Cl. A and Cl. B rere (f) D 
(9) As of/or 12 mos, ended April 30, 1932. (b) Available for distribution as dividends. Sidiarieg 
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Leading Public Utility Companies (Continued) 





Ratio of Maint. & Deprec. to 


Common Stock Earnings 
A 















































cm es ~ Recent 
Plant Aver. Latest Price of Common COMMENT 
Gross Value 5 yrs. 1931 1932 Common Dividend 
16.2% 3,02% 1.68 (ay) 1.21(ay) 1.05(ay) 2 oe Company makes ample charges for maintenance and deprecia- 
(9) tion, but equity in gross of Class A common shares is thin. 
14.2% 2.03% 2.24 2.15 li 2 English properties developing favorably, but decline in net 
Cl. A CLA earnings has forced company to pass dividends on Class A stock, 
15.7% 2.08% 0.37 0.20 pais yy Controls Standard Power & Light Corp. Common stock repre- 
(1930) sents an extremely thin equity, but has speculative attraction. 
h Companies 
Recent 
———_—-Earnings per Share Common——_————- -—_--, Price of Common COMMENT 
5 yr. aver. 1 1930 1931 Latest 1932 Common Dividend 
12,43 15.18 10,24 9.44 vee $84 9 The Bell system ‘represents the largest utility enterprise in the 
world, owning more than 75% of telephones in U. 8. 
After many years of steady expansion, system now experiencing 
10.98(y) 12.67(y) 10.44(y) 9.05(y) 8.59(y) 84 9 moderate recession. Strongly intrenched financially. Earnings 
(8) lower than dividends, 
1,74 1,52 2.01 1,45 oats 1% a Preferred dividend passed in December, 1931, to conserve cash 
(4yr. av.) resources. Rapid expansion of recent years must be consolidated, 
8.88(y) 9.10(y) 7.63 (y) 7.61(y) ‘see 713 %(c) Controlled by American Telephone & Telegraph. Earnings hold- 
ing up, but somewhat below dividend rate on common, 
2.68 3.03 2.07 1,20 0.94(8) 4 This large international communications system suffering from 
severely depressed foreign conditions. Outlook uncertain, 
9.03 11.51 8.06(y) 7.69 7.19(8) 72 ¥ Earnings off moderately so far this year. Controlled by Am. 
Tel. & Tel, 
12.00 15.11 9.03 5.71 4.35 (8) 14 Teletypewriter and other forms of communications, together 


with business depression, has sharply cut into earnings. 








ing and Investment Companies 



































Net to -——-——-Earned per Share Common A Price of Div'd on 
Common Latest Cemmon Common COMMENT 
(millions) 1929 1980 1931 1982 
$0.36 $4.93 (z) $0.38 $0.04 Sa 2 Had about 29 million dollars in cash and U. 8. Govt. bonds on 
Dec, 31, 1981. Capital reduction plan approved. 
% Major investments in North American, Am. Cities P. & Lt., Elec- 
d 1.91 0.14 d tric Shareholdings and Shenandoah. In fair cash position, but 
value behind common and pfds, small at present. 
‘a 6% Common stock reduced early this year, one new $5 par share for 
15.16 5.91 7.29 3.45 3.05 (8) three old shares. Company itself in fair current position, but 
affiliated companies less favorable, 
Controlled by Associated Gas & Electric Co., securities of which 
2.48 0.56(a) 0.48 (a) 0.34(a) 0.31(8) 1 comprise the bulk of its portfolio, Also has some operating 
(a) properties, 
1.82 6.39 4.15 1.23 ape 5 Q . Holds diversified list of utility stocks, Cash at end of 1931 
only a small amount. Recently resumed dividend payments, 
—_—_—_—_——. 
2.35 4.50 2.50 0.64 es ai “a Company in receivership. Huge shrinkage in value of portfolio 
carried value below bank loans extended to company. 
da a a (10) Large losses in market value of holdings makes common stock 
a doubtful speculation, 
Lower dividends on company's holdings have forced reduction 
10.98 0.49 0.78 0.76 0.12(11) 5 0.40 in dividend on common. Earning at annual rate of 46 cents 
per share now. 
=—_ : 





(c) Payable in Canadian funds, 
cit. 


(g) Applicable on Class A shares. 


(4) Deficit (m) Market value of securities 
(e) Approximate. assets, 
{f) Derived from dividends on stocks of sub- Q—Indeterminate annual rate, 


laries, interest, and long distance lines. 





(t) Before Federal taxes, 





(u) Public utility properties only. 
and other (y) On average number of shares outstanding 
during period, 
(z) Largely non-recurring income, 
NF¥F—Information not available, 
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Market Indicators 














The New “Racket” 


“Buy a batch of 25. listed common 
stocks for $100" is the keynote of the 
scheme. The purchaser, having paid 
his money, gets his stock, of course— 
nothing wrong there. But if he pauses 
for even a moment to consider, he will 
discover that it has been pretty ex- 
pensive stock for a number of people, 
including himself. Let us see how it 
works out? The sponsor of the scheme 
buys the securities on the basis of mini- 
mum stock exchange commissions for 
full lots. He sells them on the basis of 
$1 a share commission, plus in many in- 
stances the odd-lot differential of % 
of a point. This means that the buyer 
is paying in charges more than $28 for 
“investing” $100. This is bad enough, 
but suppose the buyer wanted to sell 
out immediately. He would have to 
go to a stock exchange house which 


would charge him the minimum com- 
mission per share—probably $3. More- 
over, he would lose the odd-lot dif- 
ferential on the sell side, so that he 
would get for his $100 package little 
more than $20.- In effect, the stocks 
would have to almost double in price 
before he could get out even. 

There is ariother aspect to the situa- 
tion which, while not of specific impor- 
tance to either the buyer or the seller 
of these “packaged” stocks, is never- 
theless serious from a general stand- 
point. To the companies which are 
obliged to issue certificates for one 
share, the actual cost of the paper will 
probably run between 25 and 50 cents 
per certificate. They then have to pay 
for transfer and registry which would 
average possibly $1 a share. On top 
of this there is the mailing expense of 
statements of various kinds. Finally, 


For Profit 





should any of the companies be paying 
dividends, there is the great expense of 
this operation, which is just as much 
for one share as for a thousand. It is 
understood that a number of companies 
are contemplating amending their by- 
laws to prevent the issuance of one 
share certificates. But in any event the 


purchaser of securities by the package’ 


might remember that he pays dearly 
for his little batch of nicely engraved 
certificates. 


* * 


A “Tip” from Abroad 


In Great Britain the two largest rail- 
roads in the country operating between 
them more than 13,000 miles of track 
and capitalized at £790,000,000 will 
shortly, if the permission of the 
Minister of Transport can be obtained, 














One-Line Analyses of Common Stocks in this Issue from The 





Information as of 













































































; =NDS 
8 Ticker | List-| Rat- Funded Shares SIVEDENE ae. 
Company Symb.| ed | ing Business Debt Outstand- Par Record 
ing ‘Rate |Payable Date 
1] Air Reduction............... ADN N BL | Oxygen & commercial gases..... None 841,289 No 3.00 | g-7/15 6/30 
Na Pe oe AAC N gee SS aa None 211,816 No 4.00 | q-7/1 6/21 
3 | Bethlehem Steel............. BS N D1 | Steel & shipbuilding........... 136,363,100 3,200,000 No 5/15|/32 div. |passed 
4 Pier ccimcesde char ioas's BDO | N Cl | Dairy products................ one 4,372,748 25 3.00 | q-6/1 5/14 
hE een kK N eb IID 50.5 0.wisisa.c.'90 0.400 47,583,000 4,414,645 No 1.00 | q-6/30 6/1 
6 | Commonwealth & Southern...| CW N Cl | Electric & gas utility........... 493,016,600 33,673,328 No |Paid0.15 3/1 2/5 
7| Continental Motors.......... CMR | N C4 | Gasoline motors & parts........ None 2,113,000 _ 1 GR FR ee sae 
8| Cudahy Packing............ SS) SS age Se eee eee eee 19,167,600 467,489 50 2.50 | g-7/15 7/5 
9 | Curties-Wright.............. CWZ | N C2 | Integrated airplane mfr........ 775,722 6,289,075 oe SSS” SARS Gaoree ; 
fe TO Seer DRU N Cl | Drug holding co............... 42,862,987 3,500,307 No 4.00 | q-7/1 5/16 
11 | Electric Auto-Lite........... ELO N Cli A bil Se None 892,593 No 1.20 | q7-/1 6/22 _ 
12 | Goodyear Tire & Rubber..... GOR | N Cl | Tires & rubber products........ 67,000,000 1,416,633 No 5/1/|32 div. plassed 
13 | Hudson & Manhattan........ HX N Cl | Hudson river tunnels.......... 76,567,000 399,953 100 3.50 | sa-6/1 5, 16 
14 | International Business Mach.| IMN N Bl | Office machinery.............. 2,987,000 637,954 No 6.00 | q-7/11 6/2 
15 | Johns-Manville.............. JMP | N | Cl | Asbestos products............. None 750,000 No 4/15/|32 div. pjassed 
16 | Kennecott Copper........... KN N D2 | Copper & copper products...... None 9,385,849 No 4/1/|32 div. pjassed _ 
17| Kroger Grocery & Baking....|; KR N BRS eae None 1,830,878 No 1.00 | q-6/1 5/ 10 
18 | Liggett & Myers ‘B’......... LMB | N | BI | Cigarettes & tobacco........... 28,176,200 3,136,919-A | 25 4.00*| q-6/1 5/16 
19 SEDAN ahh se's nau eesc0 LF N B4 dy & restaurants........... None ,023,209 EEE, Sa OR i: Bat aS ee . 
20 | Mack Trucks. .............. M N | C2 | Commercial trucks............ 2,000,000 771,820 No 1.00 | q-6/30 6/17 
Ems | eae M N | Cl | Leading N. Y. dept. store...... 900,000-M| 1,437,672 No 2.00 | g-8/15 1/22 
22 | Paramount-Publix........... PX | N | C3 | Motion picture producer... ....| 92,021,000 3,128,873 10 3/31/|32 div. pjassed 
23 | Pennsylvania R.R........... PA N | DI | Eastern trunk line............. 499,821,680 | 13,038,711 50 5/31/32 div. pjassed 
24 | Republic Steel. ............. RBC | N |. D2 | Diversified steel products....... 58,336,000 1,989,212 AS RE Rt, TS pre seste 
25 | Socony-Vacuum............. SOV N Cl | Integrated oil co............... 99,355,586 31,744,544 25 |Paid0.20) 6/15 5/6 
26 | Worthington Pump.......... wru i N Cl | Engines & pumps.............. None 129,921 ee A Soper eee 














A—Combined common and “A.” 





M—Mortgages. 





*——Extra dividends also paid in 












past year. 
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The Stockholder 





and Income 


pool their receipts wherever there is 
competition between them. Tickets on 
the two roads will be interchangeable 
when they serve the same places and 
certain services will be eliminated al- 
together. No doubt similar economies 
could be made in this country, but for 
the obsession that “competition in the 
life of trade.” 


* * * 


“Minimum” Prices 


Since the stock market crash in the 
fall of 1929, it has often been sug- 
gested that the New York Stock Ex- 
change close or, failing this, that mini- 
mum prices be fixed. The Stock Ex- 
change has wisely declined to do either. 
The experience of the Toronto Stock 
Exchange which has only just aban- 
doned a “minimum price” scheme, en- 


tered into when England went off gold, 
thoroughly vindicates:the action taken 
in New York. In Toronto they found 
that prices quickly fell to the mini- 
mums, whereupon trading died and in- 
vestors throughout the Dominion lost 
valuable marketability. On the other 
hand, purchasers at or near minimum 
prices on the assumption that quota- 
tions could sink no lower discovered an 
unregulated market in the street where 
their securities were’ selling consider- 
ably under the minimum prescribed by 
the Exchange. Street bootleg trading 
is an evil which must be prevented at 
almost any cost. 


* * * 


The Government’s Debt 


There are now outstanding more 
than $4,000,000,000 in United States 














Treasury notes, certificates and bills— 
all short-term obligations. This tre- 
mendous sum is equivalent to nearly 
23% of the total national debt and is 
for the most part held by the Federal 
Reserve System. While it is true that 
up to now the Government has been 
able to finance its floating debt upon a 
very favorable basis, perhaps because 
the banks are frightened to place their 
funds in the customary channels, one 
cannot be certain that such is to be true 
always of the future. Moreover, this 
short-term debt is tending to increase 
rather than decrease and one might 
well ask whether, when expedient 
policies are given up and long-term 
bonds are sold, it will not thoroughly 
depress the issues of the latter which 
now exist. In any event it is certain 
to.dampen any rising tendencies they 
may have. 
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EARNINGS 


PRICE RANGE 


Complete 
Recent 





Annual Interim 1931 


1932 —" 


Split-up 








1931 1931 1932 


or Stk. Div.| Page 


Comment 





62 Strong financially but recent income off 
1.06fe3 | 0.04fe3 % % 286 April shipments 83% under April ’31 
0.06mr3/d1.67mr3 ¥% 1% 286 Cut wages in May but deficit still mounts 
43 286 Lowered milk prices to dealers recently 
d0.22mr3 Larger deficit imminent; recovery slow 
0.53mr Net for year ended April declined 24% 
Heavy deficit incurred; outlook still poor 
Lower meat prices may diminish earnings 
1 314 Export sales good but business unprofitable 
1.54mr3} 1. 78 315 Outlook good but net temporarily off 
1.23mr3 20 : Smaller motor car output retards profits 
287 Increased volume offset by lower prices 
1.02mr3} 0. 446 8 287 Considerable d suffered in income 
2.82mr3} 2. 5 314 Equipment leases insure steady income 
1.13mr3 80 288 Prostrate building indicates further deficit 
0.97mr3 100% 2/29 315 Financially strong low-cost copper producer 
5% 1930 288 First five months’ sales off 14.1% 
288 Chesterfield cigarette sales reported good 
324 Sales lst 4 mos. 9.3% more than ’31 period 
336 Small truck sales aggravate deficit 
5% 2/31 286 Diminishing profits likely first half 
3:1 8/28 324 Film schedules cut; i on down trend 
283 Receives $27,500, loan from Rec. Fin. Corp. 
315 Deficit growing with 20% capacity operations 
324 Better outlook than last year; prices up 
325 Financially strong but machinery sales poor 


4.54 1.21mr3} 0.78mr3 3:1 3/28 285 
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e0-al rcrmeston| 
























































oc—yYear ended Oct. 31. nv—Year ended Nov. 30. d—Deficit. 


mr—yYear ended March 31. 
bd— Before depreciation. 


je—Year ended Jan. 381. 
mos. ended last day of Feb. 


mr3——3 mos. ended March 31. fe3—3 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general 


investment interest. 


This department welcomes and invites contributions from its 


readers without imposing rigid restrictions as to their choice of subject matter. Stories 
of personal experience with, or personal opinion upon, investment problems, are 


particularly appropriate since they often are of interest to many. 


The services of 


this department also are available for answering investment questions of general in- 
terest excluding inquiries regarding the position or prospects of individual securities. 








Why We Have Depressions 


Common Sense Economics and Phi- 
losophy from a Nebraska Farmer 


Editor, READERS’ FoRUM: 

We have much argument and many schemes of how it 
would be possible in the future to eliminate depressions 
or keep them from playing havoc at certain intervals with 
the working of our vast, complicated business machine— 
the machine that produces, transports, processes, and 
hands back to society as a whole our standard of 
living. 

I believe that business depressions are not caused by 
accident but by deep underlying causes; causes that are of 
such strength that no man or group of men are able to 
stand out against them and win with artificial measures, 
unless they voluntarily do the things that these deep un- 
derlying economic forces say must be done to put us upon 
a solid foundation from which to build a new period of 
prosperity again. We have had much the same experi- 
ence in every period of depression in the past insofar as 
all kinds of pet theories being advanced to dam the 
stream of economic forces and turn the tide of depression 
back into prosperity, before the neccessary correction that 
was the cause of the depression had had time to take place, 
but I cannot recall an instance when mere man was able 
to win against this current. These necessary conditions 
had to go on to completion. 


Prolonging Our Depressions 


This effort to dam the stream of necessary correction 
has had the opposite effect, or the effect of prolonging the 
period of depression because of the fact that it merely 
retarded the speed of the corrective process, consequently 
prolonging its duration to reach a given point. But, it is 
very logical to be'ieve that, once the correction has gone 
to sufficient length. sound measures can be put into force, 
such as the war finance corporation, and broadening the 
Federal Reserve rediscount base and, the buying of Gov- 
ernment bonds to ease credit which will hurry up the 
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process of getting back to normal business relations again. 

During a period of prosperity we gradually work our 
national business machine into an unsound condition and 
it is cumulative so long as our prosperity continues; busi- 
ness gets into lax methods, economy and efficiency are lost 
through easy business and profits. Through speculation 
and otherwise prices of everything, including labor, capital, 
raw materials, real estate, etc., are carried up to higher 
(dollar) values than are warranted from the gold base 
from which all values are measured. Through the medium 
of inflating to a more or lesser extent, from that base, and 
owing to the fact that the price of gold is fixed by law 
and is the same either in times of depression or in times 
of prosperity gold will at this time (in a period of pros 
perity) buy less labor and materials in the mining of it. 
Consequently the base for our currency will actually de- 
crease when the demand for its increase is the greatest. 
Like an elastic band you can stretch it. from the gold base 
by currency elasticity, but there is a limit beyond which we 
cannot go and stay financially sound. 

Let’s take a given set of conditions after a prolonged 
period of prosperity such as we have just experienced since 
the World War, which were traceable indirectly to the 
war that called for unusual demands for labor, capital, and 
production of all kinds, consequently carrying up the price 
level and inflating all of these elements of trade to a plane 
which could not endure for long. Then underlying eco 
nomic forces dictated that we were to seek a lower (money) 
valuation upon all elements of trade and services. 


The Power of Natural Remedies 
How is this leveling process to lower (dollar) values, 


and every element of trade to be made to meet at that mie 
level of prices upon fair and equal exchange basis, other 


than by going through the process which we call depression, 


(Please turn to page 319) 
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Back to Normal in Taxation 


Abnormal Costs of Government Account in 





Part for Sub-normal Prices — A Few Notes 


Editor, READERS’ FoRUM: 


It seems to me the great fault with 
everyone who is writing or speaking 
about the economic condition is his 
false idea about “normal.” He seems 
to think “normal”? means as of 1922- 
1929. The year 1913 can properly 
be called a normal year, economically 
speaking. The day in 1914 that war 
was declared in Europe economic con- 
ditions started to become abnormal. At 
present, 18 years after that event, they 
are partly abnormal and partly sub- 
normal. Taxes are abnormal and com- 
modity prices are sub-normal, and in 
my humble opinion we shall not be 
started rightly on the road back to 
prosperity until these two extremes are 
brought back to the plane they rested 
on in 1913. To bring about this much 
desired condition business and the peo- 
ple in general have about as big a job 
cut out for them as was the one of 
winning the war. They will have to 
battle a firmly entrenched army of tax- 
eaters officered by the people’s mouth- 
pieces turned traitors. 

It is now up to the people to become 
politically minded and organize for the 
purpose of checking and watching and 
demanding pledges from all candidates 
for office, in whatever division of gov- 
ernment, to the end that practically 
all government employes’ salaries and 
other government expenses shall be cut 
back to their 1913 status—WHILLIAM 
ComEsForD, Buffalo, N. Y. 





The Commission is Partly to 
Blame 


Editor, READERS’ FORUM: 

In your editorial “Intelligent Rail 
Relief” on page 72 of the May 14th 
issue I believe that you have missed 
the real significance of the order issued 
by the Interstate Commerce Commis- 
sion in the St. Louis‘San Francisco 
Railway Case. 

After regulating everything about 
the railroads for 40 years, the I. C. C. 
finds that the fixed charges of this road 
are too heavy and tells the railroad 
to reduce them. Would it not have 
been better for the I. C. C. to order 
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on the Interstate Commerce Commission 


the reduction of the fixed charges years 
ago, or not allowed them to issue the 
original bonds? Also, how much of 
these fixed charges are due to expendi- 
tures authorized by the I. C. C. and 
state commissions, that are non-produc- 
tive of any new traffic? That is, new 
terminals and stations or grade separa- 
tions. I do not know. if it applies in 
this case, but the I. C. C. ordered a 
iarge number of the railroads to install 
a train control system, and then found 
that the cost of maintaining it was 
greater than the cost of the accidents 
that it was supposed to prevent. In 
other words, the I. C. C. has been try- 
ing to direct the railroads, and when 
things go wrong, wants to get out from 
the blame. 

I agree with you that the Recon- 
struction Corporation should not loan 
money to bankrupt corporations, but 
that is not the real significance of the 
order of the I. C. C. in this case. With 
this order as a precedent, will it not be 
possible for the I. C. C. to undermine 
the bonds of any railroad by just an 
order?—EpwarpD H. SCHLADER. 


We agree with the sentiments in 
your letter that the Interstate Com- 
merce Commission should not have al- 
lowed the railroads to incur the heavy 
fixed charges which they have and 
should not have encouraged them in 
some of their extensive expenditures. 
This, however, only proves that the 
judgment of the I. C. C. was as griev- 
ously wrong during the boom era as 
was that of nearly everybody else. 

It does not seem to us an argument 
why the I. C. C. should not now try 
to correct some of the mistakes which 
it has previously sanctioned and we 
believe that its order to ‘Frisco. to re- 
organize its capital structure in order 
to relieve its fixed charges is preferable 
to receivership and should be applied 
to other roads in similar position — 
Editor. 





In Any Event, Federal Reserve 
Inflation Has Failed Thus Far 


Editcr, READERS’ FoRUM: 
I do not believe that THE MAGAZINE 





OF WALL STREET is entirely correct 
in one phase of its discussion of the 
Federal Reserve policy of open market 
operations. I refer specifically to the 
last paragraph on page 122 of your 
issue of May 14 which reads:— 

“If political events take this de- 
cidedly more hopeful course, Federal 
borrowing after June 30 can be held 
to a minimum, the Treasury will no 
longer suck funds out of the banks as 
fast as the Reserve System can pump 
them in and a fair test can be had of 
the effectiveness of banking credit ex- 
pansion.” 

I have italicized the phrase which 
strikes me as incorrect. The facts here 
are readily ascertainable. Subscriptions 
by a commercial bank to new issues 
of Government securities are merely 
credited on the books of the bank 
to the Government's account with that 
bank. If the subscription is by a de- 
positor, the depositor’s account is 
debited, and the Government’s account 
credited, with the amount. In either 
event, no funds are sucked from the 
bank. The whole operation is handled 
by book entries within the bank. 

Of course an individual bank may 
lose funds subsequently by Govern- 
ment disbursals of the proceeds; but 
such expenditures promptly reappear 
in the form of individual deposits in 
other banks, so that the commercial 
banking system as a whole loses no 
funds by the transfer of funds from in- 
vestors to the Government and back 
again to residents of the United States. 

As a matter of fact, the business 
community often benefits by the issue 
of additional Government securities, 
since this frequently set% in circulation 
a considerable amount of funds which 
otherwise would not have been spent. 
In other words, Government bond is- 
sues tend to expand the amount of 
available business credit; but never 
suck funds from the bank. The only 
exception to this is on infrequent oc- 
casions when the Government re- 
plenishes its depleted deposits at the 
Federal Reserve banks, when a rela- 
tively small amount of funds is tem- 


(Please turn to page 318) 
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Basic Industries Harder Hit 





Steel 











Plumbs New Depths 


Drastic recession to further new lows 
for the depression is being experienced 
by the steel industry, with operations 
at only 18% of capacity. The only 
actively operating section of the coun- 
try, the Detroit automobile furnaces, 
have dropped from about 90% of 
capacity in May to 75% in June. 
Financial troubles and fear of political 
unsettlement have frozen up new orders 
from all consuming industries. These 
uncertainties have rendered steel orders 
below even the necessary replacement 
needs for the country as a whole. A 
mild seasonal dip in output customarily 
occurs at this time of year but the 
present decline has sunk far below pre- 
vious sub-seasonal depths. 

Of the steel-consuming industries, 
automobile production alone is operat- 
ing at a moderate rate. Estimates of 


(Please turn to page 335) 
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THE TREND IN MAJOR INDUSTRIES 


STEEL—Operations have dropped to 18% of capacity, a new low for 
the depression. Demand has fallen off heavily, even previously 
well sustained automobile orders have declined. Only Ford is main- 
taining schedules. Larger deficits are being incurred and the out- 
look is not favorable for early improvement. 


COPPER—Large importations of copper have been made during the 
first part of June to avoid the new 4 cents a pound tariff, which 
went into effect June 21. No price benefits have as yet accrued 
from the passing of the tariff and domestic copper remains at 53% 
cents a pound. The outlook is still black with 775,000 tons of sur- 
plus metal on hand. Consumption of the metal by major indus- 
tries has dropped heavily. 


PETROLEUM—Upnfavorable developments in the form of high gasoline 
taxation by both state and federal governments has checked recent 
optimistic sentiment in the oil industry. The average state tax is 
now 4 cents a gallon and the addition of the new federal levy 
will raise the combined tax to over 5 cents. Of course the taxes 
may be passed on to ultimate consumers by price mark-ups but this 
action will hinder sales. 


TIN—Wicth spot Straits tin at New York selling at 19 cents a pound, 
off 2 cents in the past two months, further curtailment has been 
decreed by countries in the International Tin Pool. The latest 
world output figure has been set at 55,000 tons a year, with a com- 
plete cessation of mining throughout the summer. Recently demand 


has been declining. 


COTTON—May cotton consumption for the United States totaled 
332,439 bales, 10% less than the amount used in April, and 29% 
less than May, 1931. The weather has been slightly better than 
average to date but heavy weevil infestation is expected to cut the 
yield. A crop of about 12,500,000 bales appears likely, judged 
by present conditions. 


RUBBER—Consumption of crude rubber for the first five months of 
this year was about 10% less than that in the same period last year. 
If replacement sales had not held up fairly well in the tire industry, 
a much greater decline would have occurred, for automobile new 
casings demand has been over 52% less than in the 1931 period. 
Tire price cuts to mail-order houses have reduced manufacturers’ 
profits. Prices of rubber at New York hover at new lows. July 
futures selling around 2.65 cents a pound. 


SUGAR—Announcement of Cuban quota estimates, showing probability 
of reducing next season's sugar crop from the present outturn of 
2,700,000 tons to a crop of approximately 2,000,000 tons has led 
to a pronounced rally in sugar prices. Doubts exist, however, 
whether the proposed reduction will be sufficient to correct the 
present glut because of likelihood of a larger carryover from this 
year's crop. 

COAL—Shipments of anthracite in May were 2,589,883 tons, off 
1,543,106 tons from May, 1931, figures. Bituminous coal also has 
suffered decline and the prices for both classes of fuel are at low 
levels. Proposed price increases have not yet materialized and in 
view of the low consumptive demand for coal such changes are 
improbable. Profits are running at a lower rate than a year ago. 
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Common Stock Paice INDEX 


1925 CLOSING PRICES=100 


STEEL OPERATIONS 


WEEKLY AVER.1923-1925 =100 


COMBINED AVERAGE 


379 STOCKS=H.1731 1.1056 
428 STOCKS-H.140.7 L. 59.9 





COAL PRODUCTION 


WEEKLY AVER. 1923-1925=100 





AUTOMOBILE PRODUCTION 
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INDEX SCALE 


40 PAILROADS H.169.5 L.120.8 
40 PAILAOADS H.1445 L 67.1 


BUILDING CONTRACTS 


WEEKLY AVER. 1923-1925 = 100 








(An unweighted index of weekly closing prices; compensated for stock dividends, rights, 
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Answers to Inquiries 








The Personal Service Department of THE MAGAZINE OF WALL STREET will 
answer, by mail or telegram, inquiries on any listed securities in which you may be 
interested, or on the standing and reliability of your broker. This service in conjunc- 
tion with your subscription should represent thousands of dollars in value to you. It 
is subject only to the following conditions: 


1. Give all necessary facts but be brief. 
Confine your requests to three listed securities. 
Write full name and address plainly, and enclose stamped, self-addressed 


envelope. 


If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your first inquiry. 


Special rates upon’ request for those requiring additional service. 








CONTINENTAL MOTORS CORP. 


I am thinking of buying Continental 
Motors common as a speculation. What 
are the prospects for this company since 
the acquisition of DeVauzx-Hall Moters? 
I shall appreciate your opinion of the stock. 
—B, N. O., Trenton, N. J. 


The Continental Motors Corp., for- 
merly supplied many leading automo- 
bile companies with engines, but in 
recent years, automobile manufacturers 
have shown a tendency to produce 
their own motors. The earnings record 
of Continental Motors in the past few 
years clearly indicates the severity of 
this loss of business as even in 1929, a 
favorable year for the motor industry, 
as a whole, Continental's profits were 
less than half of the $1,802,325 earned 
in 1928. The company has expanded 
its industrial engine business but this 
business is not of sufficient proportion 
to offset the loss from the automobile 
engine field. Continental recently be- 
gan the manufacture of the complete 
automobile with the purchase of cer- 
tain properties of the DeVaux-Hall 
Motors Corp. The acquisition has, of 
course, provided Continental Motors 
with a potential outlet for its engines, 
but the DeVaux-Hall Motors Corp. is 
a comparatively new and unseasoned 
unit and consequently, the outlook 
would appear to be rather uncertain. 
Operations of Continental Motors in 
the fiscal year ended October 31, 1931, 
showed a loss of 90 cents a share, as 


against a deficit of 96 cents a share a 
year earlier. The financial condition 
remains satisfactory, but we regard the 
common shares as lacking speculative 
possibilities and believe better oppor- 
tunities are available elsewhere in the 
market. 


CURTISS-WRIGHT CORP. 


I formerly held a block of 200 shares of 
Curtiss-Wright common which I disposed 
of at 9. The stock is now selling at less 
than one dollar a share. Would I be justi- 
fied in buying 500 shares now as a means 
of participating in the eventual growth of 
= aviation industry?—T. D. V., Atlanta, 

a. 


The Curtiss-Wright Corp., a leading 
factor in the aviation industry, has 
gone through a complete reorganization 
period in the past year, in an effort to 
place the company in a position to cope 
with present conditions in the aircraft 
field. The company originally was 
formed to operate chiefly in the com- 
mercial aviation field, but now concen- 
trates the greater part of its activities 
on the military field. Curtiss-Wright 
has operated at a profit in only one 
quarter since its formation. In the 
first three months of 1932, a profit of 
$302,013 was shown, chiefly the result 
of operating economies and lower de- 
preciation charges. The company re- 
ported losses of $668,632 in 1929, $9,- 
012,000 a year later, and $4,126,060 


in 1931. A period of low operations 
in the commercial aviation field is 
looked for, and its activities in the mili- 
tary branch likely will be curtailed by 
the trend toward governmental econo- 
mies. No dividends have been paid on 
the common stock, and none are likely 
for some time. The growth of the 
aviation industry likely will be a slow 
process and since you disposed of your 
block of stock at 9, we would not be 
in any hurry to reenter this speculative 
cituation. 


INTERNATIONAL BUSINESS 
MACHINES CORP. 


I note that earnings are holding up very 
well with International Business Machines 
Corp. and that the dividend has already 
been declared for the second and third 
quarters. And yet the stock is close to its 
low for the entire depression period. 
have 100 shares which I am holding at a 
small loss. In view of the market action 
of the stock I am somewhat apprehensive 
and am wondering if this company may 
feel a latent effect of the slump in general 
business. What is your opinion? Do you 
advise me to continue holding?—D. A. K., 
Denver, Colo. 


International Business Machines 
Corp. reported consolidated net income 
for the initial quarter of 1932 of $1, 
894,000 equal to $2.69 a share on the 
capital stock. This compared with 
$1,890,663 or $2.82 a share on a 
smaller amount of stock outstanding 
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during the first quarter of 1931. The 
recent action of the directors in de- 
caring dividends for the second and 
third quarters of the current year, re- 
flects the confidence in the prospects 
for the enterprise during early future 
months, at least. The sustained earn- 
ings growth of the company during the 
current depression certainly testifies as 
to the aggressiveness and capability of 
the management. For the most part, 
the company’s products are rented 
rather than sold outright, thus lending 
a stabilizing influence to income, a fac- 
tor that merits consideration in judging 
the future possibilities of the enter- 
prise. There is now pending in the 
Federal District Court at Washington, 
D. C., litigation against the company 
instituted by the United States At- 
torney General, charging violation of 
the Sherman and Clayton Anti-Trust 
Acts. While the loss of this suit no 
doubt would restrict earnings of the 
company, it should be pointed out that 
a similar previous suit was decided in 
favor of the company. The weakness 
in quotations for International Busi- 
ness Machines common stock in the 
more recent past reflects the general 
unsettlement of the stock market as 
a whole rather than any weakening in 
the intrinsic value of the shares. 
Financial condition at the close of 
lat year was strong. Although prices 
for the shares will be influenced by 
general market fluctuations, we see 
little cause for disturbing your present 
position in the stock and advise against 
such action. 


DRUG, INC. 


I have quite a sizable block of Drug, Inc., 
stock purchased considerably above present 
levels, I am somewhat worried as to the 
advisability of continuing to hold. If the 
taking over of the Owl Drug. preferred 
stock takes place on the basis of 2% for 1, 
how will that affect earnings? Will Drug, 
Inc., earnings still be ample to cover the 
additional stock or do you think an ad- 
justment likely especially in view of first 
quarter earnings? Do you advise me to sell 
my stock? I will appreciate your unbiased 
indgment.—M. L. R., Dayton, Ohio. 


The recent offer made by Drug, Inc., 
to holders of the preferred stock of 


1 Drug Co. should facilitate a 
speedy adjustment of the complications 
& pertain to the relations between 
these two enterprises. In the first 
Place, when consideration is given to 
the financial condition of Owl Drug, 
the ability of that enterprise to cope 
with current adversities successfully 
Without the aid of Drug, Inc., remains 
aN Open question. On the other hand. 
the exchange of stock on the basis of 
one share of Drug, Inc., for each 2! 
shares of Owl Drug held, should assure 

Iders of the latter some income on 
their investment, as well as affording 
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more favorable prospects over a reason- 
able period of time of recouping their 
losses sustained in their present invest- 
ment. Under the plan of exchange, 
24,000 shares of Drug, Inc., will be 
exchanged’ for 60,000 shares of Owl 
Drug preferred. We see little justifi- 
cation for concern regarding the 
effects the additional shares of Drug, 
Inc., will have upon per share earn- 
ings of that company, since the in- 
creased: amount of stock to be issued 
represents less than 1% of the present 
outstanding share capitalization of the 
company. Based on the report of 
Drug, Inc., for the initial quarter of 
1932, the difference in per share re- 
sults, assuming that all of the preferred 
stock of Owl Drug will be exchanged, 
amounts to less than 1 cent a share. 
More important at the moment is the 
current earnings trend and prospects of 
Drug, Inc., as a whole. For the three 
months ended March 31, 1932, profits 
amounted to $4,561,573 or $1.30 a 
share on the outstanding capitalization 
at the end of that period, a decline of 
15% from that of $5,384,146 or $1.54 
a share reported for the corresponding 
interval of 1931. The percentage rate 
of decrease should not be regarded as 
alarming when consideration is given 
to the rate of profits decline for in- 
dustry generally during the period. 
The dominating position enjoyed by 
Drug, Inc., in its field, strong financial 
position in evidence at the close of last 
year and its capable management, cer- 
tainly warrant confidence in the future 
prospects of the enterprise. Although 
earnings may continue restricted dur- 
ing the early future months, we do not 
anticipate any unfavorable action as 
regards to present dividend rate on the 
common stock during the balance of 
the year and advise against sacrificing 
your holdings at current deflated levels. 


REPUBLIC STEEL CORP. 


I have been considering the purchase of 
100 shares of Republic Steel Corp. as a 
means of participating in the recovery of 
the steel industry. However, a friend who 
once held the stock told me that the com- 
pany has a large bonded debt. Please give 
me your advice—O. M. S., Bayside, N. Y. 


The Republic Steel Corp. is a prod- 
uct of the merger era of early 1930 
and consequently has been faced with 
a number of difficulties which have pre- 
vented realization of the potentialities 
apparent at its formation. While 
ranking as the third largest domestic 
steel manufacturer, the company’s 
plants are widely scattered, production 
costs are not believed to be on a basis 
sufficiently low to cope with present 
steel operations, and a relatively large 
funded debt is an added adverse factor. 
Republic Steel has operated at a deficit 
since its inception, and a net loss of 


$2,476,292 after all charges was re- 
ported in the first quarter of 1932. 
The second quarter had the benefit of a 
15% wage cut, but this likely will be 
offset by the unfavorable price situa- 
tion. A funded debt of $53,830,650 
and $64,500,000 of preferred stock 
precedes the common stock, which is 
outstanding in the amount of 1,953,- 
920. shares of no par value. Sharp 
operating expenses have been put into 
effect and the company is in a position 
to benefit from improved demand from 
the automotive industry. However, 
the fixed obligations loom large at this 
time and the common stock must be 
regarded purely as a speculation. We 
do not favor commitments. 


KENNECOTT COPPER CORP. 


In view of the outstanding position en- 
joved by Kennecott in the copper industry, 
do you not regard its common stock a good 
long term speculation at current prices? 
Would you recommend the purchase of the 
stock, or should I defer my commitment 
for the time being?—C. J. P., San Antonio 
Texas. 


Suffering from an overabundance of 
stocks above ground, and a general 
apathy of consumer demand, prices for 
copper during the more recent past, 
have been depressed to levels where the 
most efficiently operated domestic unit 
in the industry cannot possibly produce 
the metal at a profit. Moreover, there 
is little in evidence at this writing, to 
indicate a material improvement in 
price structure during the early future, 
despite the recently imposed tariff of 4 
cents a pound on copper imported into 
the United States. Generally speaking, 
activity in the copper industry is 
precipitated through the expansion of 
industry, a factor that appears in re- 
mote prospect, at this writing. More- 
over, the longer term prospects of the 
domestic producers are clouded by in- 
creasing competition from the South 
African producers, who are reported to 
be in a position to export copper at less 
than 5 centsa pound, delivered. Although 
Kennecott Copper Corp. has impor- 
tant low cost properties outside of the 
United States, such properties only ac- 
count for one-third of the company’s 
total production, the balance being ob- 
tained from mines located in the United 
States. Of course, the tariff on copper 
enhances the near term prospects of the 
company, in the light of its domestic 
activities, although profitable operations 
must necessarily await a more equitable 
relation between supply and demand, 
with a concomitant improvement in 
price structure. While it is yet too 
early to accurately anticipate full 
1932 returns of Kennecott Copper 
Corp., little, if any, profits available 
for distribution on the common stock 

(Please turn to page 324) 
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Public Utilities Today and Tomorrow 
(Continued from page 292) 








credit with investors is undoubtedly the most essential in- 
tangible asset. The light and power industry stands out 
in the business world as requiring relatively large amounts 
of capital; a related characteristic is the small requirement 
of labor, so that the power companies are far more de- 
pendent upon the money market than upon the labor mar- 
ket. And when it is realized that the gross revenues of 
the industry from the sale of electric current average only 
about 16 cents on the dollar of capital investment, it fol- 
lows that, taking one year with another, a dollar of new 
business requires about six dollars of new capital. Addi- 
tions and betterments, moreover, furnish continuing de- 
mand for capital expenditure in this industry, where every 
scientific discovery affecting it has been so promptly turned 
to the service of mankind. 

Credit controls not only the ability to obtain needed 
capital but also the rate of interest demanded by the in- 
vestor. Plainly, it is as important to obtain money ‘at the 
lowest possible rate as to buy fuel or other supplies in the 
best market. In the water power plant especially, fixed 
charges are a weighty item in the cost of the product, 
with wages to employees much less important. So it fol- 
lows that the credit or financial standing of his company 
is something the value of which the executive keenly 
realizes, even though he may not enter it as an item in 
his operating cost sheet. 

Another and compelling reason why the power industry 
should welcome public attention to details of its capital 
structure is the increasing extent of popular ownership. 
This trend is not limited to the utilities, for in the past 
two years longer lists of stockholders and smaller average 
holdings have been reported in all lines of business. 

In the public utilities, however, this movement toward a 
broadly distributed ownership is of longer standing. In 
1930 alone there was an increase of 25% in customer- 
owners, and it has been estimated that 22 million shares 
of the stocks of these companies are owned by 2 million 
stockholders. Whatever our political theories of ownership 
and control, the electric light and power business is be- 
coming effectively socialized through its own policies, and 
this wide distribution of stock ownership has even been 
called the “most practical socialism on earth.” Yet this 
all compels a revamping of ideas of corporate management 
from the simpler days where individual ownership in large 
holdings was directly expressed in personal control. 


Regulation Inevitable 


The record is plain, however, that in financial policy 
and financing methods too many directors of public utili- 
ties have disregarded their obligations to society in gen- 
eral and to the investing public in particular. As never 
before, recognition of these public obligations would now 
seem the better policy. The losing fight of the public 
utilities against regulation has continued for a quarter of 
a.century; why do the power interests occupy one trench 
after another in their retreat? They are only furnishing 
added excuse, if not indeed some reason, for continued 
attacks in the “holy war” against private ownership. They 
should appreciate that public regulation is the only effec- 
tive bulwark of private operation. Prompt compliance 
with orders of regulatory commissions is a practical busi- 
nesslike method of admitting the existence of a community 
of interest with the public. An editor-observer of the oil 
industry a few weeks ago called attention to the one-sided 
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development of public-relations departments, in that they 
confine their efforts at publicity to telling the public what 
the industry wants, rather than also seeking to tell the com. 
panies what the people think and want. Public sentiment 
is a background against which boards of directors do well 
to see their corporate problems projected, in order to serve 
the best interests of their stockholders. 

However, community of interest looks both ways, and 
public regulatory agencies in turn need to show by their 
attitude that certain charges of unwarranted interference 
with the public utilities are losing their force. Admittedly 
there is practical logic in the claim that business initiative 
deserves more, not less, creative opportunity and more, not 
less, freedom for its driving force. To quote from last 
year’s report of the Federal Power Commission: 

“What is to be sought in the public interest is that, 
the regulatory agencies, whether State or Federal, may ex- 
ercise a promoting as well as a conserving influence over 
development. However, it must be admitted that in in- 
dustry, pioneering is more often a characteristic of in- 
dividual effort than of governmental action. Therefore, ex- 
cursions into management in the name of regulation, should 
be avoided. Results can be asked and required by the 
regulatory bodies, but the choice of means and the dis- 
covery of methods can much better be left to private in- 
itiative.” 


Operating and Holding Companies 


Looking forward to possible betterment in the condi- 
tions of tomorrow an unobstructed view requires some 
clearing away of underbrush. The popular conception does 
not distinguish sharply between the weakened standing of 
some holding companies and the thoroughly solvent con: 
dition of operating companies generally. Here again the 
distinction holds between the tangible and intangible fac- 
tors in the business, between interconnection of plants and 
the pyramiding of securities. The one is a physical union 
in aid of economy and betterment of service; the other 
is often merely a paper transaction for concentrating 
profits. The difference is that between plant expansion 
and stock inflation—the one horizontal and the other verti- 
cal; and everyday observation teaches us that it is ex 
cessive height that causes structures to topple, whereas 
broadening the base increases stability. 

The test of the present emergency is already showing 
results. Simplification of corporate structure is the policy 
now being put into practice; indeed, a proposed move by 
one of the major systems now in difficulty was earlier re- 
ported to be the elimination of subsidiary and intermediary 
holding companies—unfortunately a too tardy realization 
of economic weakness. And so it happens that “write: 
downs” have become a practice in 1932 just as “write-ups 
were a practice some years earlier. Holding companies 
have manifestly suffered from lack of regulation, as com: 
pared with their operating companies which were under 
State jurisdiction. 

The public interest is the touchstone with which to test 
alleged benefits. If operating economies are not effected 
by consolidation, the public gain from such expansion 1s 
not obvious. What counts is the tangible advantage of the 
interconnection of operating companies that have con: 
tiguous marketing areas. The claimed fiscal advantages of 
stock ownership in widely separated properties belong to 
holding companies functioning as investment trusts, whic 
should scatter their holdings, rather than to operating 
mergers, which should be compact. Again, regional com 
bination by adjustment of corporate boundaries to serve 
customers better has a resultant increase in efficiency that 
will also serve the interest of stockholders. 

The most encouraging aspect of the present status of 
the light and power industry is the clear vision of some © 
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the industry’s own leaders. More effective regulation is 
urged by them, as of mutual advantage. Now that the 
holding company is the principal object of attack, a better 
understanding of its affairs by the public becomes essential. 
It is, therefore, happy evidence of enlightened leadership 
to have the president of the United Gas Improvement 
Co., say: 

“There can be no question whatsoever but that holding 
companies should not, and must not, be used to exploit 
their subsidiaries. All contracts between holding com- 
panies and their operating companies for financing, manag- 
ing, purchasing, and construction should be open to the 
inspection of commissions at all times, and, if necessary in 
order to remove the criticism of unreasonableness and un- 
fairness should be subject. to commission approval.” 


Public officials and company directors do well to unite 
on a policy of preserving, even protecting the financial 
health of operating companies. Co-operative effort in pre- 
venting depletion of quick assets, upon which the finan- 
cial strength and physical well-being of the operating com- 
pany depend, would give substance to the idea that the 
interests Of local investors in senior securities as well as 
the interests of customers have preference over the com- 
mon-stock equities of a non-resident holding company. In- 
tegrity of service and stability of rates cannot be expected 
from a bankrupt utility. The policy thus suggested is be- 
ing put into effect by the Wisconsin Public Service Com- 
mission, which has acknowledged its responsibility for the 
health of the public utilities of that state. No guarantee 
of continued solvency can be given, but the duty remains 
to support every effort of competent management to render 
the best service and “thereby to maintain or to improve 
earnings and credit position.” 


Benefiting the Investor 


Eighteen years ago, when under examination before a 
Congressional committee considering water power legisla- 
tion, I expressed the opinion that regulation benefits the 
investor and supported my personal belief by reading from 
bond circulars. I have not changed that opinion nor lost 
faith in the value of public service commissions as pro- 
tectors of the private investor. Not only honesty of man- 
agement but efficiency of operation requires the continu- 
ing check by a public agency, which can stimulate a lively 
competition within the industry in adopting economies 
and improving technique that will find tangible expres- 
sion in lowered operating costs. Indeed, “the adequacy 
of public utility regulation with respect particularly to 
the issuance of securities, property acquisitions, valuations, 
and rates,” is appreciated by the more progressive power 
companies. One of these, for example, in its recent report 
to stockholders, points out that 83% of the several hun- 
dreds of millions of its total investment in fixed capital 
represents properties constructed or acquired under com- 
mission authorization, and adds that “It is therefore of 
importance to holders of our securities, as well as to our 
customers, to observe that this company has, during the 
past 20 years, been subject to regulation as to each of these 
essential phases of public utility operation.” 

The light and power industry, like the rest of “big busi- 
ness,” has much to blame itself for in the irritating effects 
of secrecy upon the public mind. The public utility idea, 
having its origin in the public grant of monopoly, in- 
escapably involves open books and full publicity as the only 
toute to public confidence. To quote again from its 
annual report, the present Federal Power Commission 
urges as a method of regulation the kind of “publicity that 
educates the public.” To meet the needs of public regula- 
tion as an economic requirement and a social necessity, 
“statistics of cost, adequately standardized, properly item- 
ized, and up to date, are especially essential.” More re- 


for JUNE 25, 1932 


cently Professor Ripley in referring to the supervision of 
accounts as fundamental to any regulatory plan, has stated 
that the basic remedy for the present popular discontent 
with the utilities must be “complete publicity as to the 
cost of unit production.” “Such publicity operates to pro- 
tect both the public as consumer and the multitude of peo- 
ple whose capital is invested in the business. More bull’s 
eyes are hit by sure aim with this weapon than by resort 
to any other implement.” 


The Present Situation 


The present situation of public utilities, as exemplified 
by the light and power companies, may be summed up in 
a few general statements: 

So far as its conquest of material forces goes the power 
industry ranks high in service to the public. Whether its 
progress is measured by increase in capital or in capacity, 
this electric utility shows a growth in efficiency. far more 
notable than mere size. Our cartoonists, if they wish to 
picture this utility in true proportions, should draw the 
giant not as a flabby individual but as a Hercules beauti- 
fully muscled and carrying no surplus weight. 

The marked increase in consumption by residential cus- 
tomers, stimulated by lowered rates and by sales of house- 
hold appliances, has prevented any shrinkage in gross reve- 
nues at all comparable with the decrease of power de- 
mand by industry. This fact, taken with notable advances 
in operating economies, has placed the light and power 
business in a stronger position possibly than any other 
major industry. Moreover, the response in increased profits 
to operating companies will quickly follow general indus- 
trial improvement. 

By reason of its broadly distributed ownership, the light 
and power industry has further alliance with the general 
public, and, with the larger sense of responsibility ad- 
vocated by some of the more enlightened leaders in the in- 
dustry, it measures up nearer than ever before to the true 
concept of public utility. 

Recent moves by holding companies to simplify corporate 
structure and even to submit their contracts to the restrain- 
ing influence of publicity will do much to restore con- 
fidence; and the accelerated endeavor of operating com- 
panies to put their economic houses in the best of order 
will effect a general betterment of the industry's credit 
with the public. 

This credit, convertible as it is into financial health and 
ability to serve, is deservedly receiving more attention by 
the commissions. Regulation is better serving its true pur- 
pose with a constructive strategy that plans large and en- 
during achievement than it ever did with sniping tactics 
that may be punitive but are not remedial. 

Regulation, finally, is to be looked upon as both a guar- 
antee to the public and a benefit to the utility, in that it 
introduces security, promotes efficiency, and prevents cor- 
porate sabotage. The impediments’ and interference which 
the critics claim are necessarily incident to the regulatory 
process in fact involve only slowing down to a safe rate 
of progress. ‘Public utility” may thus become a trade- 
mark certifying both security of investment and quality 
of service. 
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Mortgage 4's, due 1981, we find 
that the interest requirements are cov- 
ered 3.33 times, and the amount re- 
maining after payment of this interest 
is equivalent to 25.2% of the gross 
operating revenues. A_ conservative 
holding company issue such as North 
American Co. Debenture 5’s due 1961 
shows interest earned 2.15 times on an 
“over-all” basis, and the amount re- 
maining after such payment is equiva- 
lent to 21.0% of the gross. Utilities 
Power & Light 52's of 1947 indicate 
an “over-all” coverage of 1.43 times 
and remainder equivalent to 12.5% of 
gross, while Standard Gas & Electric 
Debenture 6's of 1951 show coverage 
of only 1.31 times and remaining earn- 
ings only 9.4% of the gross. 

Regarding preferred stocks, the same 
line of reasoning may be applied that 
is used in the case of bonds. Combined 
interest and preferred dividend re- 
quirements should be earned 1.5 to 
1.66 times, and the balance after pay- 
ment of preferred dividends should be 
not less than 15% of the gross. 


Common Stock Tests 


The common stock, because it rep- 
resents the final equity in the earnings 
and assets of a utility system, experi- 
ences the full effect of the trends in- 
herent in a particular company. How- 
ever, even though all common stocks 
are thus endowed with an element of 
speculation which is represented in the 
so-called “leverage” in the earnings, 
the different issues of common stock 
vary widely regarding fundamental in- 
vestment merit. 

The growth potentialities not only of 
the industry, but of the company itself, 
influence the value placed on the com- 
mon stock. The growth exhibited by 
the electric and the gas divisions of the 
public utility industry over a long 
period of years have been the reason 
for the high market valuation placed 
on the common shares in terms of the 
price-earnings ratio. Should the in- 
dustry have reached a period of rela- 
tive stability where the growth factor 
is small or negligible, it is safe to say 
that a lower price-earnings ratio will 
prevail in the future than has been the 
case in the past. If growth should be 
resumed at a rate approaching that of 
the past ten years, however, utility 
common stocks will again in all prob- 
ability command premium prices. 

To determine the conservativeness of 


a utility common stock, not only should 
318 


the points developed in the foregoing 
part of the discussion be considered, 
but the equity which the common stock 
as a class has in the gross earnings 
should be ascertained. ‘That is to say, 
a ratio. is obtained of the amount re- 
maining for the common stock (after 
all prior charges and preferred divi- 
dends) to the gross revenues. The 
higher this ratio the more conservative 
the common stock. In a number of 
the less conservative holding companies 
the ratio is less than 10%, indicating 
a very thin equity in the earnings. The 
more conservatively capitalized com- 
panies show ratios varying from 15% 
to 25%. 

The thinner the equity of the com- 
mon stock in the gross earnings, the 
greater the leverage power possessed 
by it, because during a period of ris- 
ing earnings, the increase accrues to 
the benefit of the common shares. This 
advantage enables the common stock 
to command a premium in market 
price during such periods. Future 
earnings possibilities are then gener- 
ously discounted. However, during a 
period of declining earnings, reverse 
leverage goes into effect, with the com- 
mon stock as the junior issue called 
upon to absorb the decrease in earnings 
first. The market premium then dis- 
appears; in fact the stock may be un- 
duly depressed in price. 

Whether the purchase of utility se- 
curities is contemplated as an invest- 
ment or as a speculation, the wise pur- 
chaser will do well first to apply the 
tests here briefly outlined. The in- 
dividual issues—bonds, preferred stocks 
and common stocks—vary so widely in 
characteristics and fundamental value, 
the purchaser will at least know after 
applying these tests the status of the 
issue he has in mind. To those who 
already hold utility securities, the tests 
will indicate whether retention is ad- 
visable or whether the issue should be 
sold. To aid investors and prospective 
purchasers in their analyses, the tables 
of the more important utility com- 
panies presented on the following 
pages should prove valuable. 








Natural Gas Enters More 
Stable Era 
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lic is getting is not straight natural gas 
but a mixture of manufactured and 
natural gas. Insofar as domestic serv- 
ice is concerned there has been no 
radical change in the retail price nor 
will there be for some years to come. 
The mixed gas, however, is a much 
better product being much richer in 
British thermal units. 


It must not be forgotten that the 
manufacturers and purveyors of arti- 
ficial gas have a tremendous investment 
in their plants. If they are going to 
“junk” their plants eventually and 
serve straight natural gas they can only 
do so by a process of amortization over 
a period of years. It is much more 
logical to accept natural gas as a sup. 
plementary service furnishing the con- 
sumer with a much better product and 
some reduction in rates. 

Nor does natural gas loom as a 
very aggressive competitor for the 
residential markets for electricity. 
Operators of steam generating electric 
plants can be expected to take advan- 
tage of this cheap fuel wherever it is 
available and transform it into electric 
light and power. It has been demon- 
strated that it is much cheaper to trans- 
port a unit of mechanical energy by 
piping natural gas to the market and 
burning it under boilers for the gen- 
eration of electricity by steam than it 
is to transport the same unit the same 
distance over a high tension electric 
line. Natural gas is already supplant 
ing coal and even fuel oil in many 
locations. 

The natural gas industry has con- 
structed a foundation that is as solid 
as a rock. It will cause very little 
disturbance to the manufactured gas 
industry or the electrical industry other 
than to benefit both. The natural gas 
company which has fortified itself with 
an adequate supply of gas, and which 
gives satisfactory service at reasonable 
rates, will succeed. 








Readers’ Forum 
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porarily withdrawn from the commer: 
cial banks. Such transactions appear 
in the weeklv bank statement under the 
caption, “Treasury Currency Ad 
justed.” 

Except for transient fluctuations, the 
only transactions which can offset the 
Federal Reserve Board's program of 
pumping credit into the commercial 
banking system are domestic hoarding 
of currencv and foreign withdrawals 
of gold—Gerorce B. Homes. 


Yes, We Think We Are Fair 


Editor, READERS’ FoRUM: 

Do you think you are quite fair to 
investors in your editorial on “Intelli- 
gent Rail Relief” in the May 14th is 
sue and other issues? I happen to hold 
quite a number of secondary rail bonds 
which were rated higher a year or two 
ago and which were considered of 
security but now they are selling at 10 
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FOR THE 
1933 CHICAGO 
WORLD’S FAIR 


DISON SERVICE will 
supply electricity for 
light, power, and electric 
display features for Chicago’s 
1933 Century of Progress. 
Above is shown the con- 


struction progress on the Electrical Group 
buildings, on Northerly Island, as seen from the 
Hall of Science on the mainland. On the left is 


a 


i ets AAS EAM Te 
—y 


his 


Radio Hall; the center is Communications Hall; 
to the right is the Electrical Building. The 1933 
World’s Fair opens in Chicago on June 1, 1933. 


COMMONWEALTH EDISON COMPANY 


CHICAGO, ILLINOIS 





to 40% of cost. Why are they down 
in price? 

Let us see what the government has 
had to do with it. Let’s go back to the 
time when McAdoo raised wages over 
100% at one crack. That was under 
government sanction. Also, the ruling 
that the roads must not earn over 6% 
is another government regulation. And 
the Interstate Commerce Commission 
has about bossed the railroads out of 
existence. The railroads have been 
practically run by the government for 
12 or 15 years and it has put them in 
a hole. Why should not the govern- 
ment now help out especially to bond- 
holders who never have shared in any 
profits? The U. S. has benefited bil- 
lions of dollars through regulation of 
the railroads and now why should not 
the U. S. help instead of freezing out 
bondholders, to say nothing of stock- 
holders? 

Your Magazine is supposedly one for 
investors and how you can help de- 
press an industry which has been hit 
from all sides is beyond me. I believe 
that the Reconstruction Finance Cor- 
poration was formed to tide over the 
railroads until times got better. Mr. 
Dawes seems to have that idea but the 
Interstate Commerce Commission has 
to act against the interests of the rail- 
roads, as usual. 

I think that there is too much money 
and too many people involved in the 
bonds of railroads for you to make any 
mistake in your editorials. I certainly 
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think you have made a mistake as I 
think you will admit if you will study 
back 15 or 20 years—F. W. LEssEr, 
Fayetteville, N. Y. 








Why We Have Depressions 
(Continued from page 310) 








unemployment, empty buildings and 
what appears like overproduction in all 
lines of services? Will the laboring 
man voluntary reduce his wages to the 
new plane of values with every man 
employed? Will the producer of raw 
materials voluntarily reduce his selling 
price when there is a market at a given 
price? Will the owner of real estate 
voluntarily reduce rents with every 
building occupied and demand for 
more? Will the taxpayer bring pres- 
sure to bear to cut down public ex- 
travagance, reduce public employees’ 
wages and inefficiency under easy 
profit conditions? If human nature 
was such that it would, depression 
would be unnecessary but that is not 
the case. There is only one way that 
has been found to get prices down and 
that is by competition, and competition 
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must have a surplus to thrive on to 
make it effective. Consequently at 
these times we have what appears to 
be a surplus of labor, buildings, raw 
materials and a surplus of most every 
other element of trade—that being the 
effective weapon of economic forces to 
realign the elements of trade and 
establish an equilibrium between serv- 
ices at the new level of lower prices. 
If it were possible to have in force 
some overhead power over all activities 
of the business world and that power 
could correctly judge conditions to 
force this leveling process to the new 
set of conditions quickly, then there 
would be no need for depression. But 
as a rule through our lack of knowl- 
edge and only looking at surface con- 
ditions, which in economics usually 
look the opposite of the truth, our 
sentiment is antagonistic to these 
necessary corrections and instead of 
hurrying up this adjustment process, in 
reality we try to dam the readjustment 
stream and prolong, rather than 
shorten, our periods of depression. 
Depression is the weapon of eco- 
nomic forces that puts our noses to the 
grindstone and makes us, against our 
will, carry on the necessary adjust- 
ments in the business world which are 
best for the future, but through our 
lack of understanding we try to fight 
against. These economic forces are 
always right and the masses are usually 
aa Dutron, McCook, 
eb, 
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“Stock Exchange Service 
for the Smal] Investor” 


sent upon request for MW-30 


ODD LOTS 


will receive the same careful 
attention as 100 share lots. 


M. C. Bouvier & Co. 


M. C. Bouvier 
Member of N. Y. Stock Exchange since 1869 
R. A. Coykendall J. G. Bishop 
Member 
New York Curb (Asso.) 
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COLUMBIA 
GAS & ELECTRIC 
CORPORATION 
June 16, 1932 
1 Board of Directors has declared this 
day the following quarterly dividends: 
Cumulative 6% Preferred Stock 
Series A 
No. 23, $1.50 per share 
Cumulative Preferred Steck 
5% Series 
No. 13, $1.25 per share 
Convertible 5% Cumulative 
Preference Stock 
No, 2, $1.25 per share 
Common Stock (no par value) 
No. 23, 25¢ per share payable 
in Convertible 5% Cumulative 
Preference Stock at par, i.e., 2/800 
of one share of Pralerent’ Stock 
on each share of Common Stock 
payable on August 15, 1932, to shareholders 
of record at close of business July 20, 1932. 
Epwarp REYNOLDS, JR., 
Executive Vice-President & Secretary 














Endicott Johnson Corporation 
Dividend No. 53 


The Board of Directors has declared a quarterly 
Preferred Dividend of One Dollar Seventy Five 
Cents ($1.75) per share, and a Common Dividend 
of Seventy Five Cents ($.75) per share, payable 
July 1, 1982, to stockholders of record as at the 
close of business June 20, 1932. 

Checks will be mailed ~ 4 Irving Trust Company, 
Dividend Disbursing Agent. 

MAURICE B. PAGB, Secretary. 

June 10, 1932. 


AIR REDUCTION CO., INC. 


Lincoln Bldg., 60 East 42nd St., New York. 
June 8, 1982. 
DIVIDEND NO. 61 
_ The Board of Directors of this Company has 
1 the lar quarterly dividend of §.75 
per share on the Capital Stock of the Company, 
payable: July 15, 1982, to stockholders of record 


"_'B. B. DAVIDSON, Secretary. 
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Utilities Power & Light 
Corporation 


8 
Prinelpal Public Utility Subsidiaries 


Central States Utilities Corporation 
Derby Gas & Electric Corporation 
indionapells Power & Light Company 
Interstate Power Company 
The Laclede Gas Light Company 
Laclede Power & Light Company 
Newport Electric Corporation 
Utilities Power & Light Corporation, Limited 


serving through Greater London and Counties Trust, 
Limited, 500 communities in England, Scotland and Wales 


120 Broadway 327 S. La Salle St. 
New York Chicago 

















Same Care Given 


to large or small orders; 
100 share or odd lots 
units. Let us aid you 
in your investment plans. 


Helpful booklet on Odd Lots 
sent free on request. 
Ask for MG-6 


Gistoum & (HAPMAN 


Members New York Stock Exchange 
_ Members New York Curb Exchange 


52 Broadway New York 
































PACIFIC GAS AND ELECTRIC CO. 
DIVIDEND NOTICE 
Common Stock Dividend No. 66 


A regular quarterly cash dividend for 
the three months’ period ending June 
30, 1932, equal to 2% of its par 
value (being at the rate of 8% per 
annum), will be paid upon the Com- 
mon Capital Stock of this Company 
by check on July 15, 1932, to share- 
holders of record at the close of busi- 
ness on June 30, 1932. The Transfer 
Books will not be closed. 


D. H. Foore, Secretery-Treasurer. 
San Francisco, California. 











MAGMA COPPER COMPANY 
Dividend No, 48 

A dividend of Twelve and One-Half Cents per 
share has been declared on the stock of this Com- 
pany payable July 15, 1932, to stockholders of 
record at the close of business on June 30, 19382, 

H: E. DODGE, Treasurer, 

June 16, 1982. 








KEEP POSTED 


The pieces of literature listed below 
have been gg nse with the utmost care 
by business houses advertising in this 
issue. They will be sent free upon re- 
quest, direct from the issuing houses. 
Please ask for them by number. We 
urge our readers to take full advantage 
of this service. Address Keep Posted 
Department, Magazine of Wall Street, 90 
Broad Street, New York, N. Y. 





“ODD LOT TRADING” 
John Muir & Co.. members New York Stock 
Exchange, are distributing their booklet to 
investors. (225). 


A COMPLETE FINANCIAL LIBRARY IN 8 VOLUMES 
These eight standard books, published by 
The Magazine of Wall Street, cover every 
phase of modern security trading and in- 
vesting. Available at new low prices. 
Write for descriptive circular. (752). 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a 
security advisory service, conducted by The 
Magazine of Wall Street, definitely advises 
subscribers what securities to buy or sell 
short and when to close out or cover. (785). 


“TRADING METHODS” 
This handbook, issued by Chisholm & Chap- 
man, contains much helpful information for 
traders. A copy together with their Mar- 
ket Letter will be mailed upon request. 
(785). 

INVESTMENT PROFIT INSURANCE 
The most logical form of investment profit 
insurance is represented by the personal and 
continuous counsel rendered by the Invest- 
ment Management Service. Write for full 
information. No obligation. (861). 

“SOME FINANCIAL FACTS” 
An interesting booklet issued upon request 
by the Bell Telephone Securities Co. (875). 

“A CHAIN OF SERVICE” 
Describes and illustrates the history and de- 
velopment of the Associated Gas & Elec- 
tric System. (884). 


ELECTRIC BOND & SHARE CO. 

Full information or reports on companies 
identified with Electric Bond & Share Co. 
furnished upon request. (898). 

“SERVING 9,000 COMMUNITIES” 

A 26-page illustrated booklet, issued by 
Henry L. Doherty & Co. describes the wide- 
spread activities of Cities Service Co. and 
stable character of the business, consistent 
growth of earnings, etc. (903). 

“STOCK EXCHANGE SERVICE FOR THE SMALL 

INVESTOR” 

This booklet, published by M. C. Bouvier & 
Co., will be sent upon request. (90%). 

UTILITIES POWER & LIGHT SECURITIES CO. 
Utilities Power & Light Corp. has just issued 
its annual report covering operations for the 
year 1931, which is one of the most complete 
reports ever issued by a public utility com- 
pany. Copies will be sent to inquirers upon 
request to the Corporation at 327 South La 
Salle street, Chicago. (934). 

“WHAT IS A SAVINGS & LOAN ASSOCIATION?” 
This booklet explains savings—instalment 
and income shares. The Serial Building, 
Loan & Savings Institution will be glad to 
send a copy upon request. (918). 

COMMONWEALTH & SOUTHERN CORP. 

Of substantial interest to executives investi- 
gating plant sites, is a map recently com- 
piled by this corporation showing the natural 
resources in the territory served by its 





operating companies. (932). 








$1,000 is the Reward 


of saving regularly $10.00 a month for 
84 months, which with dividends of 5% 
compounded quarterly, gives you $1,000. 
Call or write for booklet MW-1 

SERIAL fivines’ LOAN AND 
SAVINGS INSTITUTION 

195 Broadway-170 Fulton St.-162 WestBroadway,N.Y.C. 
Org. 1885 Resources over $10,000,000.00 





PATENTS 


M. H. Ford, Registered Patent Attor- 
ney, specializing in difficult cases. Free 
preliminary information, 225 Broadway, 
New York. 
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EARNINGS 
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STABILITY OF 


| Household use of gas service in a city of 3,500,000 is the 
back-log of the business of The Peoples Gas Light and 
Coke Company of Chicago, 


This use tends to increase in times of economic stress, 
because the cost of it is so low in proportion to its use- 
fulness. The gas range, the home laundry and their aux- 
iliaries are allies in the daily battle for economical main- 


These circumstances make for the stability that is being 
reflected in the Company’s earnings this year, as it was 
reflected in earnings for the full year of 1931. 


The Peoples Gas Light and Coke Company 
LL 








Facts, News and Comments 


Formation of two new firms with 
membership on the New York Stock 
Exchange was announced following 
the dissolution of the firm of Hano, 
Wasserman & Co. One is known as 
Hano & Co., formed by Harry 
Grabosky, member of the New York 
Stock Exchange, H. Richard Hano and 
Leonard B. Geis for the transaction of 
a general securities business with offices 
at 1616 Walnut Street, Philadelphia. 
The other is Robert J. Levy & Co., 
composed of Harold B. Blumenthal, 
member of the New York Stock Ex- 
change, and Robert J. Levy, and with 
offices at Hirsch, Lilienthal & Co., 165 
Broadway, New York. Hano & Co.'s 
New York correspondents will be L. F. 
Rothschild & Co. 


* * 


R. Gould Morehead, formerly a part- 
ner of Tucker, Anthony & Co., and 
Lloyd W. Georgeson, formerly associ- 
ated with Russell, Miller & Co., have 
been admitted as general partners to 
the firm of Pask & Walbridge, mem- 
bers of the New York Stock Exchange. 
Both have been actively identified with 
prominent Wall Street brokerage firms 
for a number of years. Mr. Morehead 
will be in charge of the firm’s invest- 
ment department, and Mr. Georgeson 
will head the stock department. 

Pask & Walbridge also have an- 
nounced that Ralph W. Earl has re- 
tired as a general partner but will con- 
tinue to make his headquarters with 
the firm. 


A group of Ohio and New York 
financiers and industrialists have or- 
ganized the firm of Preston, James, 
Yeiser & Co., Inc., to conduct a gen- 
eral investing business with principal 
offices at 48 Wall Street, New York. 
The firm members are Lee Warren 
James, Charles L. Preston, Henry C. 
Yeiser, Jr., and Thomas W. James. 


* * 


Improvement of its financial position 
by recent financing to the extent of 
more than $19,000,000 is shown in the 
first consolidated report of 1931 opera- 
tions, recently released by the Utilities 
Power & Light Corp. The report also 
shows that the company owes only 
$193,953 to its subsidiaries, that none 
of the control common stocks of sub- 
sidiaries are pledged for loans, and that 
there are no bond nor note maturities 
of the company or its subsidiaries prior 
to April 1, 1934. 


* *e 


With 93,400 stockholders on June 1, 
as compared with 86,780 on December 
1, last year, Standard Brands, Inc., 
shows an increase in number of stock- 
holders of '7.6% in six months. Holders 
of common stock increased from 85,650 
to 92,200 in that period. The present 
list is about three and a half times the 
original number of stockholders in 
Fleischmann’s Yeast, Royal Baking 
Powder, Chase & Sanborn and other 
food companies, at the time they were 
merged to form Standard Brands, Inc. 














Answers to Inquiries 
(Continued from page 315) 








can be reasonably forecast at this writ- 
ing. In 1931, the company showed 
profits of $3,848,827 after deprecia- 
tion, taxes, minority interest, etc., but 
before depletion and inventdry and 
metal adjustments. Comparable figures 
for 1930 amounted to $15,585,736. 
Financial condition at the close of last 
year was strong, current assets amount- 
ing to $47,959,825, including $20,434,- 
451 cash and U. S. Government securi- 
ties, against current liabilities of $5,- 
$76,530. While we concede the out- 
standing position enjoyed by Kennecott 
as a domestic producer, we fail to 
recognize the attraction of the common 
stock in the face of the uncertainties 
confronting the industry as a whole, 
and counsel against hasty accumulation 
of the shares. 





SOCONY-VACUUM CORP. 


On the advice of a friend I bought 125 
shares of Socony-Vacuum at 17 which was 
very close to its original offering price. I 
have held on until now it is selling around 
7. Do you believe I have a fair chance of 
recouping my loss in the not too distant 
future, or should I switch to some other 
stock?—A. J. G., Los Angeles, Calif. 


Socony-Vacuum Corp. is the out- 
come of a consolidation of the Vacuum 
Oil Co. with the Standard Oil Co. of 
New York, effected during July, 1931. 

_ The initial annual report of the new 
company revealed a net loss of $4,169,- 
248 for 1931, after reserves for deple- 
tion, depreciation and amortization, 
which amounted to $47,243,401. The 
foregoing reserves represented an in- 
crease over the combined amount of 
$44,095,646 for the constituent com- 
panies in the preceding year, a factor 
that reflects the conservative policy of 
the management, and one that augurs 
well for the future of the company. 
In the light of the foregoing, 1931 re- 
sults cannot be regarded as disappoint- 
ing, when consideration is given to the 
depressed status of the oil industry ex- 
isting during most of the year. Finan- 
cial condition at the close of last year 
was exceptionally strong, total current 
assets amounting to $306,957,382, in- 
cluding cash assets of $63,659,700, 
against total current liabilities of $47,- 
884,152, leaving net working capital in 
excess of $259,000,000. In an effort 
to check competition in and around the 
City of New Yorx, the company re- 
cently reduced retail prices on gasoline, 
to levels almost prohibitive for the 
profitable operation of independents in 
that territory. In the light of firmer 
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wholesale prices, the management be- 
lieves that retail prices will be sta- 
bilized at higher levels in that territory 
in the not too distant future. Thus, 
there is every indication that the com- 
pany will be able to give a satisfactory 
account of itself at the year-end. While 
admittedly, there is still a degree of 
uncertainty as to the ability of the oil 
industry, as a whole, to maintain the 
recent improvement over a sustained 
period, we feel that current quotations 
for Socony-Vacuum amply discount 
this factor. Although the shares must 
be regarded in a speculative light, con- 
tinued retention of present holdings 
would appear to be warranted where 
reasonable risks are not objectionable. 





LOFT, INC. 


I am looking for some low-priced stock 
in which to invest the limited funds at my 
disposal: A friend of mine suggested Loft 
common, but inasmuch as I can ill afford 
to lose my money, request your opinion on 
the advisability of such action—T. J. B., 
Fond du Lac, Wis. 


Loft, Inc., is engaged in the manu- 
facture of candy, distribution of which 
is accomplished through 146 stores lo- 
cated, for the most part, in Greater 
New York, as well as through such 
chain organizations as National Gro- 
cery Co., H. C. Bohack, Inc., and Mc- 
Kesson €& Robbins, Inc. In addition, 
restaurants and/or soda fountains are 
operated in a number of its stores. The 
retail division of the company has been 
enlarged in the more recent past, with 
the result that the manufacturing 
division has materially increased its 
activity. During the early part of last 
year, Loft disposed of its interest in 
“The Mirror,” although later in the 
year, it purchased certain trade-marks, 
inventories and equipment of that com- 
pany for 50,000 shares of Loft common 
stock. Recently, a suit was filed against 
the company and Happiness Candy 
Stores, Inc., a partially owned sub- 
sidiary by a minority stockholder of 
the latter enterprise for the appoint- 
ment of receivership of Happiness 
Candy Stores, the outcome of which 
is still pending. Loft, Inc., is also in- 
volved in litigation with Coca-Cola 
Co., the outcome of which cannot be 
forecast at this time. Earnings record 
of Loft, Inc., reveals an irregular trend, 
although a considerable improvement in 
profits showing was registered last year. 
For the 12 months ended December 31, 
1931, net income amounted to $366,- 
708 equal to 34 cents a share, in con- 
trast with a deficit of $84,142 for the 
previous year. 1931 results do not in- 
clude a proportionate loss of Happiness 
Candy Stores, Inc., which amounted to 
$73,899. Balance sheet as of the close 
of last year showed current assets of 
$1,743,917, of which $809,868 con- 
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. sisted of cash; against current liabilities 


of $1,129,068, leaving net working 
capital of $614,849. Sales for the five 
months ended May 31, last, showed 
an increase of 8% over the corre. 
sponding period of a year ago, amount- 
ing to $5,894,460. However, in view 
of the increasingly keen competition in 
the company’s field, it is questionable 
whether profits during the period made 
a corresponding gain. Although pre- 
vailing quotations for Loft common ap- 
pear to discount existing conditions, we 
feel that purchases might safely be 
postponed, pending evidence of sus. 
tained earnings growth. 


PARAMOUNT PUBLIX CORP. 


What is the trouble with Paramount 
Publix common stock? I bought this stock 
at substantially higher prices than are now 
quoted for the issue, and am unable to make 
up my mind whether to hold or switch to 
some more attractive issue. What is your 
advice?—K. E. H., Chicago, IIl. 


Paramount Publix Corp. is one of 
the oldest and largest fully integrated 
units in the motion picture industry, its 
operations comprising production, dis- 
tribution and exhibition. The com 
pany’s expansion program in past years 
has been one of the most aggressive 
witnessed in the industry, and one that 
no doubt has been largely responsible 
for much of the subsequent difficulties 
encountered during the current depres 
sion. Earnings record of the company 
shows a growth corresponding to that 
of its expansion program, record profits 
of $18,381,178 being established in 
1930 in contrast with only $4,260, 
689 recorded in 1923. However, 
a precipitous decline in earnings 
was registered during 1931, net in 
come amounting to $3.162,988 be: 
fore special profits, equal to only $1 
a share on the common stock, as com’ 
pared with $5.90 a share in the preced- 
ing year. Including special profits, per 
share returns last “year amounted to 
$2.01. The disappointing showing reg 
istered last year was attributed to a 
sharp falling off in theatre attendance, 
in reflection of the unemployment situ 
ation, reduced allowances for amuse’ 
ment on the part of the average 
theatregoer, and the lack of so-called 
“box office successes.” Moreover, 
operating economies were effected too 
late in the year to reflect material bene- 
fits in the annual report. Earnings for 
the first quarter of 1932 are understood 
to have been unsatisfactory, and recent 
reports indicate that a loss will be in 
curred in the second quarter of the 
year. Moreover, since the dull season 
for theatre attendance is near at hand, 
it is doubtful if profits during the bal’ 
ance of the year will expand sufficient’ 
ly’ to counteract fully the adverse 
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affects of the unfavorable showing 
made in the first six months. Financial 
condition at the close of last year was 
rather weak, and as later developments 
proved, and inadequate to meet early 
requirements of the company. Para- 
mount has found it necessary to obtain 
bank credit to the extent of some $13,- 
000,000 from which loans totalling 
$9,500,000 existing at the close of last 
year were refinanced. In the light of 
the foregoing circumstances, the out- 
look for the company is somewhat con- 
fusing, and we fail to recognize the in- 
centive for continued representation 
in its shares. 


WORTHINGTON PUMP & 
MACHINERY CORP. 


Worthington Pump common has been 
recommended to me as a good buy. Will 
you kindly give me a report on the busi- 
ness and prospects of this company, as well 
as your opinion on the purchase of the stock 
at current prices?’—H. L. S., Plainfield, 
N.J. 


Worthington Pump & Machinery 
Corp. has been particularly hard hit 
during the current depression by the 
retrenchment of industry generally and 
the reduced appropriations for new 
equipment on the part of consumers 
of the company’s products. Worthing- 
ton Pump is engaged in the manufac- 
ture of heavy machinery, steam pumps, 
air and gas compressors, steam con- 
densers, Diesel engines and other 
equipment for industrial, utility, rail- 
road and marine uses. The very na- 
ture of the company’s products indi- 
cates that earnings will remain re- 
stricted until industry in general has 
improved sufficiently to enable the pur- 
chase of new machinery out of surplus, 
after the payment of operating ex- 
penses and capital charges. Operations 
of Worthington Pump & Machinery 
for the calendar year of 1931 incurred 
a loss of $660,158 in contrast with 
profits of $2,056,093, equal, after pre- 
ferred dividends, to $8.23 a share on 
the common stock in 1930. In reflec- 
tion of this unfavorable showing, and 
the rather unpromising prospects for 
the company during the current year, 
dividends on the class A and B pre- 
ferred stocks were omitted this year, 
after having been resumed in the final 
quarter of 1929. Financial condition 
at the close of last year was strong; 
current assets, including cash and mar- 
ketable securities of $6,652,224, 
amounted to $13,734,323 against total 
current liabilities of only $756.223, 
leaving net working capital of $12,- 
978,100. While the foregoing finan- 
cial condition is somewhat reassuring, 
earnings recovery of the company is in 
Temote prospect, and we see little in- 
centive for the exercising of haste: in 
accumulating the common shares even 
at current deflated levels. 
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hat Is Back 


of the Pure Seal 


ACK of the PURE seal is a completely inte- 
grated oil company with more than 150,000 
acres of oil producing lands ... seven modern 
and strategically located refineries . . . thousands 
of controlled marketing outlets throughout 32 
States. 
Pure Oil’s 2600 miles of solely or jointly owned 
pipe lines, supplemented by its ocean tankers and 
barges, serve 94 & of its refinery consumption... 
join producing fields with distant refineries .. . 
bring refineries economically closer to markets. 
Step by step, from producing fields to consum- 
ers, operating costs are minimized and quality 
controlled. Pure Oil’s reputation for unvarying 
high quality is of thirty years’ standing. 

The PURE seal is the official insignia of The 
Pure Oil Company—a symbol of high quality 
industrial and automotive products, a symbol of 
uniformly good service. 


THE PURE OIL COMPANY, U. S. A. 


Producers, Refiners and Marketers of a 
Complete Line of Petroleum Products 











MARKET STATISTICS > 


N, Y. Times 
-—50 Stocks——, 
High Low 


Monday, June 6 
Tuesday, June 7 


Wednesday, June 8 


Thursday, June 9 


N. Y. Times -——Dow, Jones Avgs.—, 
30 Indus. 20 Rails 


49.32 17.07 
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Pennsylvania R. R. 
(Continued from page 284) 








in 1929. Fixed charges, covered by a 
narrow margin last year, continue to 
be covered this year. For the first 
quarter of 1932 Pennsylvania had net 
income of $1,907,833 after all charges. 
On this basis, it is apparent that the 
road can survive existing conditions, 
that little will be earned on the com- 
mon stock unless traffic improves and 
that fixed charges will not be entirely 
covered if trafic gets worse. 


Debt Position Favorable 


So far as maturing obligations are 
concerned, Pennsylvania is in a rela- 
tively favorable position. Net maturi- 
ties for the entire system during 1932 
amount to only $11,287,000. There 
is, indeed, no important maturity prior 
to 1936. 

Although the road has borrowed 
$27,500,000 from the Reconstruction 
Finance Corporation, it has, so far as 
is known, no other floating indebted- 
ness. Its balance sheet as of December 
31, 1931, shows no bank loans.- As of 
March 31, current assets were $114,- 
759,000 and current liabilities $59,- 
659,000. This indicates net working 
capital of $55,090,000, an increase of 
$9,500,000 over the figure of Decem- 
ber 31 and an increase of $16,700,000 
over that of March 31, 1931. Thus, 
in the last year of acute depression, 
the financial strength of the company 
has not only been maintained but in- 
creased, while at the same time the 
ratio of maintenance charges has ap- 
proximated that of 1929, indicating 
that the properties have been kept up 
without skimping. 

Under normal conditions no quarrel 
could be found with the Pennsylvania 
capitalization, which consists of $658,- 
134,000 of $50 par value stock and 
‘$605,786,000 of funded debt. This is 
a better funded debt ratio than the vast 
majority of roads can boast. While 
total capitalization has increased by 
$265,582,000 since 1925, fixed prop- 
erty investments, due to the ploughing 
back of surplus earnings, have in- 
creased by $519,897,000 during the 
same time. There is nothing here to 
suggest over-expansion, even if the 
management erred, as did virtually all 
of us, in failing to foresee the depths 
of the present depression. 

In summary, the system will endure 
and will participate in eventual busi- 
ness recovery. If business conditions 
grow no worse, it is highly improbable 
that recapitalization will be necessary. 
Barring the remote possibility of re- 
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capitalization, the common stock holds 
promise of very substantial ultimate ap- 
preciation and a restoration of divi- 
dends. While new commitments may 
be safely deferred until pending un- 
certainties are clarified, there appears 
to be no valid reason for present stock 
owners to sacrifice their holdings. 








Is Business Seeking a New 
Normal at a Lower Level? 
(Continued from page 273) 








are that 1931 earnings constituted bot- 
tom, that a definite turn in profits has 
been made and that 1932 profits will 
show improvement. 


The Railroads’ Position 


The railroads unquestionably fit into 
the picture as essential participants in 
any future business improvement, 
whether that improvement rest upon 
capital expansion, upon revival in 
demand for consumers’ goods or, 
in some measure, upon both. Since 
the prospect, however, is for a limited 
and slow revival in production goods, 
which contribute a substantial volume 
of heavy freight, it is unlikely that for 
some years rail trafic can match the 
levels of 1928 or 1929. On the other 
hand, costs have been lowered and ulti- 
mately will be still further reduced, 
possibly with a further reduction of 
wages. For this reason it is quite cer- 
tain that the average railroad is now 
adjusted to show larger earnings on a 
given volume of traffic than in the past. 
It is to be doubted that this efficiency 
will entirely close the gap, but it should 
enable the carriers both to cover fixed 








Important Dividend 
Announcements 


NOTE—To obtain a dividend directly from the 
company, the stockholder must have his stock 
transferred to his name before the date of the 
closing of the company’s books. 


Ann’! Amount Stock Pay- 
Rate Declared Record able 


$3.00 Air Reduction ........ $.75 7-15 
2.00 Am. Water Wks. & El. . 1 
-00 Bon Ami Co, Cl. A.... 1. 7-31 
8-1 


60 Cudahy Packing Co... . 7-15 
-00 Dome Mines, Ltd. ..... 7-20 
-... Dome Mines, Ltd. 7-20 
00 Du Pont, de Nemours & 
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charges and to earn moderate profits on 
equity securities in the event of a re 
covery of 10 to 20 per cent in traffic, 
In the aggregate, rail earnings available 
for stockholders have disappeared and 
earnings may fall still lower this sum- 
mer, there being little prospect of any 
substantial increase in traffic before 
autumn at the earliest. On the whole, 
there appears to be a certainty of the 
ultimate restoration of relatively satis. 
factory profits. What is most uncer. 
tain is whether these restored earnings 
will flow to present security owners. 
They probably will not do so in all 
cases. First mortgage bondholders are 
in a generally secure position. In some 
instances capital reorganization and ad- 
justment of funded debt may lie be. 
tween junior security owners and 
future earnings. 

Somewhat on the border line is the 
chemical industry. It is importantly 
dependent upon the activity of other 
industries but at the same time possesses 
within itself almost unlimited poten- 
tialities due to scientific progress and 
invention. It is still a young industry, 
It should not only participate in the 
next business recovery, but to some ex 
tent better the profit performance of 
general business. Most of the leading 
companies are favorably capitalized 
relative to funded debt. While any 
further deepening of the depression 
will cut still further into present un- 
satisfactory profits, an ultimate, satisfac- 
tory recovery of earnings appears 
probable. 


Motor Competition 


The automobile industry, a bulwark 
of prosperity in the last boom, has 
passed through its phase of greatest ex- 
pansion and currently earnings have 
virtually vanished. The present in 
tensity of competition is in part a 
temporary, cyclical development, made 
acute by the shrinkage of the public’s 
purchasing power. The outlook is that 
an accumulated replacement demand 
probably will give the industry a year 
or two of fairly active business after 
the tide has turned and that the lead 
ing manufacturers will experience 4 
material improvement in earnings. It 
is clear, however, that an excess of pro- 
ducing facilities exists, far above any 
probable demand even in business re: 
vival. Surplus facilities tend to main 
tain excessive costs. Despite the ab 
sence of funded debt, even on the part 
of the smallest companies, the trend 
is toward the elimination of the weak: 
est units. The larger companies, 
notably General Motors, have made 
much progress in the readjustment of 
operation and should ultimately achieve 
a more stable profit basis. 

In the more basic industries devoted 
chiefly to producers’ goods the pros 
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pect, at best, appears to be a very slow 
and limited recovery of profits. This 
js notably true of steel and of such 
metals as copper, lead, tin and zinc. It 
is true of heavy machinery, although 
here, as in chemicals, technical progress 
till offers opportunity for a certain 
amount of expansion. Construction is 
in much the same position as steel. 

Steel profits have vanished, steel 
apacity has been expanded to the 
largest total ever and steel operations 
currently are at only 17 per cent of 
capacity. It seems probable that this 
is very close to the irreducible mini- 
mum, but, on the other hand, despite 
a greatly increased efficiency, it is to 
be doubted that in the aggregate any 
profit can be shown on less than a 50 
per cent operation, while a still higher 
ue of the existing, burdensome facili- 
ties would have to be achieved to earn 
anything like a satisfactory return on 
invested capital. 

It is likely that steel and other metal 
industries will turn to more aggressive 
salesmanship and that new product 
uses may be devised, but even so the 
sum total of prospective demand that 
can now be foreseen makes a very drab 
profit picture. 

In the construction industry we have 
a definitely over-built condition as re- 
gards industrial and commercial struc- 
tures and office buildings. A period 
of years probably will have to elapse 
before anything remotely resembling a 
boom is possible in these fields. Public 
construction has been fairly well main- 
tained thus far, but is likely to be fur- 
ther curtailed as governmental funds 
tun short and public agitation for 
economy in government grows louder. 
In the field of residential construction 
various new methods and processes 
offer hopeful possibilities but these will 
result in little increase of construction 
profits until building wage adjustment 
is carried further and until the prevail- 
ing jam in mortgage financing is broken 
by a return of confidence. 








State Price Control Makes Its 
Bow in America 
(Continued from page 278) 
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terprise for keeping down prices to an 
enterprise to raise prices. The produc- 
tion of petroleum is a case in hand. 

_ Oklahoma passed a state law giving 
its duly constituted authorities the 
tight to limit the production of crude 
ail, prorate the amount to be taken 
out of the ground by each producer 
and thus raise the price to a point 
Where economic waste is eliminated 
from the industry. It is nothing more 
or less than what the producers have 
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wanted to do for a long time but un- 
fortunately it is not being done scien- 
tifically. 

Governor Murray set out to ad- 
minister and enforce the law. He pro- 
claimed in a loud voice that he would 
keep the boys in the trenches until 
crude oil went to a dollar a barrel. He 
arbitrarily prorated the amount of oil 
which each producer within the state 
could produce. This landed the state 
in the U. S. Supreme Court in what 
is know as the Champlin case but the 
state won the decision. 

In this case the company was pro- 
ducing from its own wells, piping the 
oil in its own pipe lines to its own 
refineries and after it had been re- 
fined, selling it through its own sales 
organization. The Governor, or what- 
ever state authorities had charge of the 
matter, cut the company’s production 
down to 6 per cent of its normal out- 
put. Ninety-four per cent of its nor- 
mal business was wiped out. It ob- 
jected, attacked the constitutionality of 
the law and lost. Incidentally the 
Court rendered a similar opinion in 
what is known as the Vandine case 
in California and the right of a state 
to limit the production of a private 
business not vested with a public in- 
terest is firmly established. 

It is interesting to speculate what 
this upset of the whole theory of gov- 
ernment regulation and control may 
lead to. We may very easily look for- 
ward to a series of compacts between 
states. In the case of the oil indus- 
try it is not too fantastic to imagine 
a system of regulation and control 
which will place the Interstate Com- 
merce Commission and the various 
state public service commissions in the 
kindergarten class. The interstate 
commerce law will be wiped out and 
political price fixing substituted for the 
anti-trust laws. 

The ostensible legal basis for pro- 
duction-limiting laws of this kind is 
the elimination of waste, including eco- 
nomic waste, and stabilizing the indus- 
try involved. But will they have these 
stabilizing characteristics? Would it 
not be more sensible to allow the in- 
dustry itself to get together and limit 
production according to known de- 
mand, under the watchful eye, if neces- 
sary, of the government? Past experi- 
ence of this kind of interference of 
government with private business is 
not encouraging. 

Almost any national industry can 
be depended upon to gauge demand 
for its product far into the future. 
The automotive industry furnishes a 
good example and the discussions of the 
representatives of its various units with 
a view to limiting production to the 
country’s powers of absorption have 
never been inimicable to the public in- 
terest. Nor does the public lose any 


of the advantages of active competition 
for the consumer's dollar. On the con- 
trary, it has the very distinct advantage 
of dealing with a stabilized industry 
unhampered by a host of public officials 
devoting their time and energies to 
questions of political expediency. 








Domestication of the Russian 
Bear Makes Progress 
(Continued from page 275) 








that a general capitalistic debacle would 
hopelessly delay the progress of the 
plans for socialization in Russia. Ac- 


‘tually the Moscow dictators are prob- 


ably keener for the return of capitalistic 
prosperity in other nations than they 
once were for its destruction. They 
know full well that the remarkable 
progress they have made in the indus- 
trial upbuilding of Russia would have 
been utterly impossible without the 
support of western capital and its in- 
dustrial achievements. 


The Japanese Menace 


The one-time Soviet cockiness is also 
waning in the field of international 
politics. The proletarian lords of Rus- 
sia are walking softly in foreign con- 
tacts. Japanese success in Manchuria 
has given them an apprehensive chill. 
As a step in the dismemberment of 
China, the rape of Manchuria was 
winked at, but the return of Japan to 
a feudalistic regime, the increasing 
power of the military party and the 
revival of a fanatical belief that Japan 
must become an expanding, conquering 
power, if it is not to decline, have 
changed the situation. Russia- now is 
in deadly fear that Japan will go on 
one day to Lake Baikal and annex all 
eastern Siberia. She is therefore try- 
ing to placate Japan and at the same 
time avoid giving offense to her neigh- 
bors in Europe. Warfare for Russia 
on her eastern frontier is not a pleasant 
contemplation. Even on the west her 
invulnerability is not as strong as 
Napoleon’s defeat would imply. The 
invasion of the Turk must still be a 
significant memory. In a duel with 
Japan, Russia would almost certainly 
be defeated. That would be bad enough 
but if Poland financed and supplied by 
France and directed by French military 
talent should simultaneously attack on 
the western front the outcome would 
be certain defeat. It was Russian de- 
feat in the war with Germany that 
opened the way for the Bolshevist revo- 
lution. Another defeat might bring 
on a counter revolution. 

History is stranger than a historical 
novel In a time of world distrust of 
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capitalism Russia adopts its practices. 
With the arrival of that universal un- 
rest in which Russia expected to sow 
in or to reap general communism, she 
is withdrawing into herself. In a time 
when the fires of revolution are burn- 
ing in all quarters of the world the 
Russian hordes are fearful of victorious 
invasion. The bear has become do- 
mesticated in the very sort of world 
conditions when it hoped and was ex- 
pected to go on a rampage that would 
destroy the capitalistic nations and 
bring in the age of communism. 








U. S. Alone Can Achieve 
Independent Recovery 
(Continued from page 270) 








of British labor solely due to deliberate 
policy. The employers would rather 
prop up their ancient methods and 
obsolete machinery by tariffs, low wages 
and other expedients than face the 
racking task of renovation. 

In fairness it must be noted that re- 
markable efforts are now being put 
forth to modernize British industry. A 
great dual organization for rehabilita- 
tion has been created in which bankers 
and industrialists find common ground. 
The Bankers’ Industrial Development 
Co., constituted by the bankers, the 
securities issuing houses and the Bank 
of England, is working hand in hand 
with the new Securities Management 
Trust to modernize the productive 
agencies of the United Kingdom and 
inaugurate planned and co-operative 
production. The Securities company 
plans and develops improvements and 
consolidations and the scrapping of 
hopelessly inefficient and superfluous 
plants and the Bankers’ company sup- 
lies the financing. 

The stampede of branch factories to 
England since the inauguration of the 
new tariff need not cause much con- 
cern to us or to their competitors in 
England. Many such factories, pre- 
viously established, have proved un- 
profitable because of the high labor 
costs of cheap British labor, prejudice 
against American products and various 
other adverse factors. Many of these 
plants are running with only skeleton 
forces to keep the machinery from the 
deterioration of disuse. 


An Alert Government 


The British ave won the admiration 
of the world for the way in which they 
have suppressed party divisions and 
met their troubles with a strong and 
unified national government. The 
speed with which the National govern- 
ment has abandoned the once sacred 
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free trade policy, ditched the gold 
standard regardless of the blow to na- 
tional pride and turned the national 
mind to heroic efforts for industrial re- 
form and commercial adaptation to new 
conditions contrasts splendidly with the 
lumbering ways in which America pro- 
ceeds. While our parties quarrel end- 
lessly and the two houses of Congress 
pull against each other, and both 
against the President, while the coun- 
try’s economic life daily wanes the 
strong British government acts instan- 
taneously. 

England is ruled today by the na- 
tional will—by a virtual dictatorship of 
the best minds of business. It may be 
wrong but it decides and achieves. 
Undeniably an absolute government 
sincerely acting in the national interest 
has a great advantage over a confused, 
bewildered and quarreling democracy 
like ours. 

But whether England has chosen 
wisely or not in altering her historic 
foreign trade policy the tariff reversal 
and desertion of the gold standard have 
deprived her of world leadership and 
her power of international initiative. 
Only slow recovery may be expected of 
a nation in the throes of reversal of 
a trade policy upon which every nation 
in the world has depended for genera- 
tions—a nation which is at the same 
time burdened with ruinous taxation, 
handicapped by a depreciated and fluc- 
tuating currency and harassed by a 
fundamental. conflict of group eco- 
nomic interests. 


Germany Cannot Lead 


Obviously, the world cannot look to 
Britain to lead the nations out of the 
morass of their difficulty, but Germany 
is even less ready to point the way to 
foreign trade policy the tariff reversal 
recovery. She has no colonies to which 
to turn for help and co-operation. Like 
England her great industries are de- 
pendent from thirty to fifty per cent 
on foreign markets. She is deficient in 
foodstuffs and except for coal and pot- 
ash and a few other materials is de- 
pendent upon foreign natural re- 
sources. Germany is industrially far 
more efficient than England and has 
the advantage of the largest home 
market in the world after that of 
the United States. But her work- 
ing capital, wiped out by inflation 
of the currency a decade ago, has 
not been replaced, and her great 
modern plants are in a sense as machin- 
ery without power. In some degree 
she has acquired capital by foreign 
borrowing, which may be made 
permanent and costless by repudiation. 

But even then she must have more, 
and is yet intent upon making herself 
a poor risk. She has been for a full 
year in fundamental governmental and 


economic financial stress and ha 
avoided collapse only by virtual tem. 
porary nationalization of industry an, 
finance, and the grace and generosit) 
of foreign central and private bank: 
In her misery she has had to turn to a 
deliberate curtailment of that foreign 
trade without which she cannot exist. 
Complaining that reparations payments 
deprive her of profits from foreign 
trade, which the creditor nations by 
their protective policies curtail, she js 
at the same time reducing her exports 
by her self-imposed policy of curbing 
imports. To save her financial struc. 
ture she is starving industrial produc. 
tion. 

Being virtually without foreign in- 
vestments she escapes the dilemmic 
problem presented to Britain by op- 
posing interests of industry and finance, 
but at the same time she loses the ad- 
vantage of drawing supplies from 
foreign sources owned or controlled by 
her nationals. Yet far more than in 
England, where only 15 percent of the 
population is agricultural, she is faced 
by that other dilemma of keeping up 
agricultural prices through protective 
measures while reducing the wages of 
labor that must draw from foreign 
fields to live. 


Exports Are Vital 


While including agricultural exports 
about 40 per cent of all Germany pro 
duces is exported she is now dependent 
upon foreign markets for the sale of 
about half of her manufactured goods. 
No such proportion prevails in any 
other great industrial nation. Conse- 
quently no other nation has been so 
hard hit by the decline of international 
trade. The exports for the last re 
ported month, March, were only 516 
million reichsmarks, which compares 
with a monthly average of 1,003 mil- 
lion as late as 1930. Imports have fal: 
len to the level of fifty years ago. An 
export balance is still retained, but at 
terrible cost. ~ 

The worst of this appalling situation 
is that Germany’s exports to are far 
less than her imports from the United 
States which has the greatest claims 
against her loans and credits. 

The favorable foreign trade and 
services balance for 1931, although 
2,934 million reichsmarks, was less than 
the flight of capital from Germany in 
that year, which is put at 3,000 million 
reichsmarks. 

Normally Germany cannot hope for 
an export balance of more than 2,000 
millions. At the present rate of trade 
the balance this year will be under 
1,500 millions, which is enough to pay 
interest on foreign commercial obligz 
tions but leaves nothing for amortiz 
tion, replenishment of the Reichshank' 
critically depleted gold reserves or pay’ 
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ments on account of reparations. Mean- 
time, incessant tariff and currency 
changes close or restrict market after 
market abroad. 

Taxation has been increased and 
again increased, the number of the un- 
employed exceeds 6,000,000—equiva- 
lent to 12,000,000 in the United 
States, allowing for the difference in 
population. 

The world shift toward national 
self-containment, if continued, un- 
mistakably spells the ruin of Germany 
as a great power. 


A Bound Giant 


Politically Germany is incomparably 
worse off than England. While she 
has been governed by a legal dictator- 
ship for some time it has been impaired 
by chaotic dissensions among the 
people, and one expression of it has 
recently given way to one that ap- 
proaches absolutism, being frankly 
without pretense of parliamentary 
control. 

The outlook now is that after the 
Reichstag elections the nationalistic 
parties will come into power and that 
constitutionally or not Germany will 
pass under the control of a strong gov- 
ernment, on fascist lines, manned by 
much the same upper-class social and 
industrial groups that ruled under the 
Empire. The Republic will actually, if 
not nominally, pass. The butcher, the 
baker, and the candlestick maker will 
be thrown out of office, and the aristo- 
crats will take their places. Such a 
government will do all for Germany’s 
rescue that can be done governmen- 
tally, but it will be helpless against the 
world trend. 

Psychologically, the Germans are in 
the lowest estate. From that they can 
be rescued only by what might be called 
an external revolution, that is by de- 
struction of the Treaty of Versailles, 
the abolition of reparations and the 
restoration of full national sovereignty. 

Germany is in the position of all 
over-populated states whose economy is 
built on the exchange of the products 
of surplus labor for the goods of other 
countries. This relation is a sort of 
partnership in which the industrial 
nation furnishes the labor and the in- 
struments of production, and the raw 
material countries the materials. It is 
being destroyed because the source 
nations are becoming industrial and the 
industrial nations are fostering agricul- 
ture. Under these circumstances such 
an industrial nation as Germany, 
which grew up under the old economy, 
cannot take the initiative. Her in- 
fluence on world recovery can be only 
of a negative sort, through internal 
stabilization and external pacification. 

France presents a very different 
aspect from Germany. She is midway 
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between nations like England and 
Germany and such nations as the 
United States. Her internal economy 
is as balanced as could be expected in 
modern times of a nation of only a 
quarter of million square miles of terri- 
tory and lacking in diversity of indus- 
trial materials, although agriculturally 
rich and varied. Her foreign trade is 
a poor fourth among the nations and 
imports are greater than exports, but 
on balance of all international ex- 
change she is on the creditor side. 
Her imports are more for the require- 
ments of her people than for re-expor- 
tation after manufacture. The most 
notable exception is the iron and steel 
industry in which, during the de- 
pression, she ranks first in Europe. Its 
capacity is far beyond domestic re- 
quirements, and is partly dependent 
upon foreign coal. The deficiency in 
coal is offset by enormous iron ore de- 
posits, which make France the comple- 
ment of Germany, which has the coal 
but lacks the iron. A curious feature 
of the present international complex is 
that England, herself a leader in steel 
production, is the best market for 
French steel. 


Fortunate Because Old-Fashioned 


France had been advantageously situ- 
ated because she had not gone in 
for mechanization and rationalizat‘on 
of industry to any great extent. This 
is all the more remarkable in view of 
the fact that she normally has a short- 
age of labor. 

In her international economic relations 
France may be compared to a farmer 
who derives most of ‘his subsistence 
from his farm but who sells a little and 
buys a little; not in an aggressive way, 
but merely to meet his needs and sat- 
isfy those of his neighbors. As a 
nation, France is compelled to import 
much, mostly of certain raw materials, 
but these materials do not reappear to 
any great extent in her export trade. 
She finds it easy to pay for them with 
specialized luxury products, the income 
from her foreign investments and the 
patronage of tourists. Owing to the 
fact that her population is almost half 
agricultural she is near self-containment 
in the matter of food and has an ad- 
mirable near-balance between manufac- 
turing and agriculture. 

France had the advantage of enter- 
ing the depression with a solid mone- 
tary system and an easily balanced 
budget, partly made possible by the 
heroic process of devaluing the gold 
content of the franc when returning to 
the gold standard. This feat, which 
reduced the national debt three-fourths 
was undergone without the ruin of the 
property-owning middle class—a class 
almost destroyed by a similar though 
more wholesale operation in Germany. 


France has little ability, and shows 
no disposition, to use her resources and 
monetary strength to establish interna- 
tional economic leadership. In fact, 
her strength contributes to world weak. 
ness. Her enormous gold reserves, 
almost as great as those of the United 
States, have been steadily added to at 
the expense of a gold-hungry world, 
Her investments abroad have been 
liquidated and foreign deposits and 
credits repatriated. Her recent foreign 
loans have been almost entirely of a 
political character. With little at 
stake in Germany, she has escaped to 
a large degree the effects of the 
German crisis, but she has done but 
little to relieve it. Without the com- 
pulsion of necessity she has followed 
the general run of nations toward cur- 
tailment of imports, being the leader 
in the introduction and use of quotas, 
which she applies t6 many hundreds of 
articles. In a word France has drawn 
into her shell and is seeking, with the 
aid of her numerous and extensive ex- 
ploited colonies to become more self- 
contained than ever. She has no will 
to help herself by helping world trade 
and owing to her thrifty self-contain- 
ment—so unlike the spending self- 
containment of the United States— 
little power to do so. 


A Laggard in Recovery 


Moreover, it is not unlikely that in 
this, as in past crises, France will lag 
behind world recovery. She is tardily 
suffering from the general depression, 
and will probably reach the lowest 
point at home after other nations have 
begun to recover. She is now con 
fronted by a budget deficit much 
greater than she has been willing to 
concede—possibly 250 million dollars— 
and the necessity of increased taxation. 

Unemployment is five times as great 
as it was eight months ago. Tax re 
ceipts are about 15 per cent off as com 
pared with a year ago. Since 1930 
the wholesale price index has fallen 
from 543 down to 427, and the French 
index of general production is back to 
the pre-war levels of 100. In the first 
twelve weeks of this year car loadings 
declined 15.23 as compared with the 
same period of 1931. The unfavorable 
balance of trade is now in excess of 
12,000 million francs a year. 

French exports to the United States 
in 1931 were 62 million dollars a 
against 135 millions in 1930. These 
were mostly high-priced luxuries, yield- 
ing great profits. Such a trade los 
means vastly more than a similar de’ 
cline in low priced raw materials which 
make up so much of American exports 
to France. 

In 1928 American tourists spent 20 
million dollars in France; last year on!y 
70 million. Today practically all 
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IMPORTANT ISSUES 


Quotations as of Recent Date 


1932 
Price Range 
Recent 
Name and Dividend High Low Price 
Aluminum Co. of Amer...... 61% 22 25% 


Aluminum Goods Mfg. (.60). 10% 8% 
Amer. Cities P, & L. A. (3). 28% 16% 18% 


Amer, Cities P. & L. “‘B’’..... 3 % 1% 
Amer. Cyanamid B ......... 5% 1% 2 i 
Amer. & Foreign Pwr. War.. 5 1% 1% 
Am. Lt. & Trac. (2.50)..... 24 10 13 
Amer. Gas & Elec, (1)...... 39% 14% 18% 
Amer. ng SER 4% 1% 1% 
Assoc, Gas Elec, ‘‘A’’ (Stk. 

DLS ic otabhsssehecakare foo 4% 1% 1% 
Brazil T. L. & P. (Stk. 8%).. 18% 7 84 
Central Stat. El............ 2 % % 
Cities Service ...........-+. 6% 1% 2% 
Cities Service Pfd........... 58% 10 14% 
Commonwealth Edison (8)... 122 49% 57 
Commonwealth & So. War... % % 
Consol, Gas Balt, (3.60)..... 69% 37% 
Cord Corp. .........seeeeess 8% 2 3% 
Deere & Co. ....eeeeeeereees 14% “ 5% 
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Newmont Mining ........... 14% 4% 6, 
Niagara Hudson Pwr. (New) 14% 9 9% 
MN. ¥. Tel. Pfd. (@%)....... 114 98 107% 
Poenreall Gorp.- ......02...00. 1 1% 
Salt Creek Prod. (1)........ 4% 2% 8% 
Ginger Mfg. (8) .......0.05 134 75 824% 
Standard Oil of Ind. (1)..... 19% 18% 18% 
Standard Oil of Ky. (1.20)... 15% 8% 10 
8 ly. | ee 18% 7 10 
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United Founders ............ 2% fr % 
United Lt. & Pow. A....... 8% 1% 2% 
Waited Get Garp. ..<-..cece0s 25% % % 
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hotels in Paris are in financial difficul- 
ties together with dress making and 
other big concerns. 

Having withdrawn or earmarked all 
of her gold in the United States, 
France has at once exhausted the source 
of gold imports and acknowledged the 
defeat of the campaign to drive the 
United States off the gold standard. 
With the consequently reviving con- 
fidence in the dollar, the precipitous 
descent of French foreign income, and 
stagnant trade, gold may soon go out 
of France as fast as it came in, possibly 
occasioning a violent panic. 

The psychological phase of the de- 
pression has bitten deep and the people 
are hoarding gold. The indefinite, if 
not final cessation, of German repara- 
tions will aggravate France’s budgetary 
and taxation problems. 

Worse than all else, France has lost 
her claim to moral leadership. Her 
intense selfishness has made suspect 
every move she makes. She is regarded 
by friend and foe as the chief obstacle 
to co-operative reconstruction of the 
broken world. 

Having failed as a buffer to the 
world depression France will equally 
fail as a recuperative factor. 

The foregoing survey reveals no hope 
for Britain, Germany or France to start 
a prosperity revival in an era of in- 
ternational exclusiveness. All are too 
much bound up with each other and 
other nations to accomplish separately 
anything of importance, and are in fact 
pursuing trade policies which defeat all 
efforts of other nations to revive. 
Studied reduction of imports can only 


mean curtailed exports of the nations 
whence the imports come. In a world 
economy whose principle is maximum 
self-containment the only nation that 
can take the initiative is one that is 
self-sufficient without aggressive pro- 
motion of exports and practically inde- 
pendent of imports. When such a na- 
tion, notwithstanding its independence, 
is an. extensive and generous patron of 
other nations it has the qualities and 
the capacity to take the prosperity 
leadership. 


Opportunity of the United States 


Of all the great nations the United 
States is the nearest to self-contain- 
ment, and yet in good times it imports 
almost as much as the United King- 
dom, the least self-contained of great 
nations and the chief importer. Con- 
sider these facts: 

Continental in longitude and extend- 
ing from the arctics to the tropics, the 
United States is an economic world in 
itself. 

Its exports are but 7 per cent of its 
national income. 

It is by far the leading manufactur- 
ing nation and also the chief agricul- 
tural nation. 

It has the greatest natural resources 
both in diversity and quantity. 

The United States is at once the 
greatest wealth producing and the 
greatest wealth consuming country. 

While its maximum prosperity is 
tied up with world trade it can even- 
tually, after some readjustment, be 
more prosperous than ever with foreign 


trade as a mere agreeable incident. 

The homogeneous home market has 
greater purchasing power, with only 
125 million people, than the whole of 
Europe with 500 million people. This 
purchasing power is three times the 
value of all the goods imported by all 
the other nations of the world. The 
private income of the American people 
is 40 per cent that of the entire world. 


The Unparalleled Home Market 


The American people consume half 
of the tin, lumber, pig iron and coffee 
produced in the world; three-fourths of 
the oil, three-fourths of the silk, more 
than a third of the coal and about a 
third of the cotton, a fifth of the sugar, 
a third of the tobacco, three-fifths of 
the corn, a fifth of the wheat, a sixth 
of the wool and cattle, a fourth of the 
hogs and a twelfth of the sheep, a 
third of the electrical power, 40 per 
cent of steam prime-moving power and 
a third of the hydro-electric, 75 per 
cent of the automobiles, etc. Of all 
the items enumerated, as well as many 
others, the United States préduces as 
much or more than it consumes with 
the exception of coffee, sugar, silk, 
rubber, tin and wool. Under necessity 
it could make up all of the deficits 
except silk, rubber, tin and coffee: 
and could find substitutes for all ex- 
cept coffee. But these and other defi 
cit materials come largely as _ barter 
products for our artificial goods—a 
healthy international trade, mutually 
beneficial. 

Back of consumption and_ produc 
tion are vast coal, ore, oil and timber 
resources—so great as to be practically 
inexhaustible in our time—500 million 
acres of unused or but slightly used ag: 
ricultural land, half the world’s gold, 
and the greatest and most efficient 
fabric of production and distribution 
the world has ever known. What we 
lack in natural resources is gladly sup- 
plied by nations lacking ours, or need- 
ing our manufactured products. 

Under normal conditions we find it 
more to our general advantage to im- 
port much of what we could, with 
more or less difficulty, produce at home 
and much of what we do produce. 
Our imports are to a very great extent 
to be viewed as luxuries, the consump: 
tion of which varies greatly with the 
state of domestic trade. When we 
prosper at home we spend lavishly 
there and also abroad. While it is true 
that we have great surplus of exports 
it is by that means that we lend billions 
to our customers. Thus when we 
prosper, self-contained as we are, we 
freely spend our income and share our 
capital with the world. 

Having the capital, the transport 
system, the communications, t 
materials, the factories and the farms 
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IMPORTANT ISSUES 
Quotations as of Recent Date 


Bid Asked 
Alpha Port Cement Pfd. (7)..... 80 90 
American Book Co, (7).......... 54 60 
Amer, Dist. Teleg. (4) ......... & 
ie a ears 65 70 
Amer. Manufacturing .......... 9 15: 
be ares 43 50 
Amer, Meter Co, (1)............ 10 13 
Babcock & Wilcox (2).......... 19 24 
Brunswick-Balke-Collender Pfd.. 21 24 
Bunker Hill & Sullivan M.& C.. 16 17 


Bohack (H. C.) Co. Ist Pfd. (7). 62 


SS ss FO Oar 21 26 
Carnation Co. (.75)............. T™, 9 
aa ae 90 
Cleveland El. of Illum. Pfd, (6). 9% 97 
Congoleum Co. Pfd. (7) ........ 98 101 
Clinchfield Coal .............+.. 2 5 
oo. AES Sere 26 30 
Gels Dive Arms (1) ...........-. 5% 7 
Crowell Publishing Co. (3)....... 14 20 
FA Pee 75 85 
Detroit & Canada Tunnel........ % % 
Dixon (Jos.) Crucible ........... 27 34 
Dictaphone Corp. .........-..++. 4 6 
Ot, M. Paper (0.40) .......0.... 15 17 
Tasers DAGae ....cccces.es-seves 15 
Franklin Rwy. Sup............-. 10% oe 
Gt. A. & P, Tea Pfd, (7)........ 110 114 





Bid Asked 
Herring-Hall Safe .............. 13 18 
| rare eer ee 3 6 
_ Ot . OOS ARARA ess ae 15 18 
Merck Co. Pfd. (8)........0..00. 55 
OS "See 2 3% 
Macfadden Pub. Pfd. (6)....... 13 16 
National Casket (3) ............ 30 35 
SE eee vil 82 
Newberry (J. J.) Pfd. (7)....... 67 72 
Ohio Leather (1) 7 10 
Do Ist Pfd. (8) 60 70 
Roxy Theatre Pfd. i 1% 
Ruberoid Co. (2) 15 18 
Safety Car H, & L.............. 12 16 
Savannah Sugar (6) ............ 40 48 
Pfd. Sa a pein s & 80 
Ginger Mfg. Oo. (8).........c.00 83% 864% 
Standard Screw (2)............. 
Bteteen (9. B.) Oo... .ccc.ccccnve 3 5 
JS. Serer 8 14 
oo RR eer 40 60 
Wabash Ry. & Elec. Pfd. (5).... 72% TI% 
West Va. Pulp & Paper (1)...... 8% 10% 
a EE arrears 11% 74 
White Rock 2nd Pfd. (10)....... 70 a 
EOD nesceescsvecsev bes 70 80 
po Be Ae SR | | ree es 68 eS 
ee Ash ea ee ion 15 


en NNR 


and a demonstrated buying capacity of 
90 billions dollars a year—actually 
now only about 40 billions—it is only 
a matter of organization and readjust- 
ment for us to get back most of our 
lost prosperity without the aid or con- 
sent of the rest of the world. 

Our monetary system has disdain- 
fully withstood the envious assaults of 
French and British dollar bears. Soon 
the prescient money savers of the 
world will be sending their funds to 
the one land of economic independence 
and autonomous recovery, if we keep 
our heads. 

There is no reason, not of our own 
correction, why we cannot cure and 
restore ourselves. We are not essen- 
tially dependent upon the outside 
world for a start. No other nation in 
the world is in such a position of in- 
dependence. With every nation en- 
deavoring to restrict imports the one 
that is least dependent upon them is, it 
strangely happens, the one that can 
lead in expanding them. The United 
States, which can go it alone can, para- 
doxically enough, help other nations 
most by ignoring them. We are the 
one great nation that can prosper 
without the others, and yet our pros- 
perity is always shared. We should be 
the first to prosper because we, only, 
have the whole control of prosperity in 
our own hands. No other nation can 
come back withcut the help of others; 
and, above all other nations, we cannot 
come back without helping others. 

Why is it that with our destiny in 
our own hands we do not go ahead? 

1.—Frozen commercial credit—Eng- 


334 


land, with a third of our population 
reports bank clearings three-fourths as 
large as ours. Our vast country now 
has weekly clearings of only about $8 
per capita. These figures can only 
mean failure of bank credit. A coun- 
try which does business on bank credit 
is compelled to get along without it, 
although it has half of the banking re- 
sources of the world. Which means 
that our so-called commercial banks 
have ceased to be such. Any further 
recession of bank clearings will signify 
the break-down of business. We are 
at the bottom. If we don’t turn up- 
ward we can only sink in the wreck- 
age. 

2.—Destructive partisanship. — We 
go on playing petty politics while all 
other nations are crystallizing into 
national unity. Our politicians fill the 
aid with mutual scoldings while in 
other nations statesmen rebuild their 
states. 

3.—Exaggeration of European Dis- 
turbances—In the present situation 
we ought to forget Europe.  In- 
stead we worry about the absurd 
Balkans, the dead reparations, the 
dubious debts of the Allies, the pri- 
vate loans abroad that we may never 
see again. We are haunted by eco- 
nomic ghosts. Let us face the facts. 
Let us not forgive our debts but let 
us mentally charge them off. Europe 
understands at last that we cannot and 
will not cancel the Allies’ debts. It sees 
that it is fantastic to expect a nation 
with a debt of 19 billion dollars to give 
up a credit of 11 billions—11 billions 
put up by its taxpayers. Especially as 


it is, by its long terms and low rate 
of interest reduced to such a point that 
its present worth represents little more 
than the money we lent after the war. 
We really forgave the war debt proper. 
Europe has no intention of paying. Let 
us face that reality and act accordingly. 
Because we can’t collect is no reason 
why we should go out of business. Let 
us leave the debts to the adjustment of 
time and events. 

4.—Excessive cost of Government, 
Federal, State and Municipal.—Taxa- 
tion must be reduced and every budget 
from that of the Federal Government 
to the remotest and smallest hamlet 
must be cut to the bone and every 
budget balanced honestly and without 
camouflage. 

5.—Suspense is paralyzing us— 
False to our self-reliant pioneer heritage, 
we wait for something to be done or 
something to turn up, instead of doing 
and turning up. We are afraid of 
the past and alarmed by the future. 
Our inaction is the laughing stock of 
Europe. Over there they used to be 
awed by our business kings. Now they 
consider them nothing but stuffed shirts 
and spineless nonentities, outclassed and 
outnumbered by the business leaders of 
almost any of their countries. They ask 
why with everything to act with we 
do not act. They are right to ask. 
There is nothing the matter with us but 
inaction, born of paralyzing fear and 
lack of self-confidence. The only way 
to resume business is to resume. If 
America got down to her own business, 
determining not to sit around, waiting 
to see what is going to happen, the de- 
pression would be over tomorrow. 

The world is ours if we will but take 
it. Adapting the brave words of the 
poet Henley— 


“We are the masters of our fate, — 
We are the captains of our destiny. 


Let us make them true. 








Reason Returning to the Bond 
Market 
(Continued from page 282) 








of 1% billions of dollars quoted im 
the market for scarcely more than 10 
per cent of this figure. It has been 
seriously suggested in some quarters 
that the Reconstruction Finance Cor 
poration advance money to the 

roads for purchase and retirement of 
depreciated bonds as a practical an 
inexpensive method of reducing capr 
talizations. The difficulty is that a rela 
tively small volume of liquidation has 
established prevailing prices—the ma 
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jority of outstanding bonds being held 
in owners’ strong boxes—and that, 
relative to total capitalization, only a 
small proportion of bonds could be 
bought in the open market without 
driving up prices to a point at which 
the plan would quickly lose its attrac- 
tion. The suggestion does serve to em- 
phasize the remarkable lengths to which 
deflation has gone. In many cases re- 
ceivership and the adjustment of junior 
bonds would undoubtedly produce mar- 
ket values in excess of those now pre- 
vailing for bonds of solvent roads. 

Existing uncertainties strongly point 
to the wisdom of temporary investment 
in short term obligations and deferment 
of commitments in both gilt-edged 
bonds and speculative issues. There 
would seem, on the other hand, to be 
scant ground for indiscriminating sales 
of such issues at present prices. The 
more speculative bonds have already 
suffered the major part of their possible 
deflation. Long-term holders of gilt- 
edged issues have little choice except 
to follow a policy of watchful waiting. 
There is little point, and some risk, in 
any attempt to dodge inflation while 
the prospect of it still remains so dim. 

In between these two classes of bonds 
are a number of sound first mortgage 
issues which are given a secondary rat- 
ing in a market obsessed by fear, but 
on which safe incomes up to 6 per cent 
can be had. Among these bonds are 
the prior lien issues of such railroads 
as the Erie, the Chicago, Rock Island 
@ Pacific, Missouri-Kansas-Texas, Kan- 
sas City Southern and Northern Pacific. 
Bonds of this type have a particular ap- 
peal to investors of moderate incomes 
and, despite material advance from the 
year’s lowest prices, are still available 
on a fair basis. They offer possibilities 
of satisfactory appreciation, either in 
intermediate market rally or in long- 
term recovery. 





Things to Think About 
(Continued from page 277) 











Time and length of lunch periods are 
important facts for popular restaurants 
to know. If the office help has only’ 
thirty minutes for luncheon the neigh- 

thood restaurant is the only one that 
has a chance, and it must be ready to 
80 into service with the precision and 
tapidity of a machine gun when the 
Tush arrives. An interested personnel 
director may make suggestions about 
the sort of menus that are best adapted 
to a quick lunch for a clerical worker 
with more appetite than purse. Per- 
haps box lunches delivered to the offices 
Would better fill the requirements. It 
can be done with pleasure and at a 
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price. Incidentally these gastronomic 
surveys are advertisements in person 
for the restaurants. Hard times have 
their uses with the meal purveyors as 
well as with other business enterprises. 
The restaurants are better than they 
were and their managers have been re- 
minded that now as always a good 
thing is its own best advertisement. 





Five-Cent Cotton 


The knowledge that his five-cent cot- 
ton is the mainstay of the United States 
export trade balance will probably not 
give the cotton growers many thrills 
of patriotic pride. It is cold comfort 
to reflect that 5-cent cotton is its own 
best cure in these times. Up to the 
end of May the outside world had 
taken this year 8,125,000 bales of 
American cotton, against 6,449,000 last 
year and 6,445,000 in 1932. Even 
after allowing that extraordinary pur- 
chases by China and Japan accounted 
for nearly 1,700,000 bales of the in- 
crease the takings of other countries 
were about on a par with those of the 
two previous years—when world trade 
conditions had not reached their pres- 
ent depths. The home marketings were 
about the same in 1932 and 1931. It 
doesn’t add to the equanimity of the 
cotton growers that quality as well as 
price had something to do with the 
holding up of sales. The best average 
quality crop in twenty years is getting 
the worst price ever. 








Trade Tendencies 
(Continued from page 312) 








steel takings by this division, however, 
have fallen far short of early spring 
anticipations, only Ford having been 
able to maintain previously projected 
schedules. Building construction is at 
a standstill and the only hope for bet- 
terment in this direction lies in public 
works. Most machinery manufactur- 
ing establishments have closed down 
for the summer. Railroads, unable to 
earn even fixed charges and piling up 
huge deficits, have made only subnor- 
mal replacements, and many months 
may pass before substantial volume 
orders develop. 


Prices and profits have been declin- 
ing. Scrap prices, the first to point 
changes in trend, after sinking slowly 
for months, have become demoralized 
and have declined to new all-time lows. 
Great resistance to shading finished 
steel prices has been made by leading 
steel firms but if they hope to place 
otders a cut in quotations will have to 
be made. Most steel manufacturers 





could save themselves further loss 
by closing down their plants for the 
summer months. No earnings are be- 
ing made by practically any companies 
on even their preferred stock, and in 
some cases fixed charges are not being 
covered. The outlook appears dark for 
the third quarter’s operations. 





Tin 











Demand Steadily Dropping 


Artificial control of production and 
price has been an easily accomplished 
matter for leaders in the tin mining 
and smelting business, but it is ex- 
tremely dubious whether any real gains 
are being enjoyed for all the troubles 
of regulation. The International Tin 
Pool, under British dominance, has had 
to carry greatly increasing stocks of 
the metal. Of the 32,861 tons of tin 
available for market in the world, the 
Pool controls directly 21,000 tons. 


Although operations of American tin 
plate mills have been increased to 
50% of capacity in the past month, this 
activity is far below last year’s level. 
That the canning crops of fruit and 
vegetables will be considerably smaller 
than last year is practically certain. 
There is every likelihood that no rise 
in tin demand will materialize over the 
near term, indeed, further decline is to 
be expected. 


Prices for spot Straits tin at New 
York have had a sinking tendency. 
Although the Tin Pool, by its rigid 
control, had been able up to a few 
months ago to hold quotations around 
the 21-cent-a-pound level, the increas- 
ing statistical weakness has caused a 
recession to about 19 cents. As no 
doubt exists of the ability of world pro- 
ducers of the metal to maintain effec- 
tive control of the situation, the prob- 
lem for the industry resolves itself into 
a waiting game, marked by lower 
prices, shrinking demand, mounting 
stocks and curtailed production, with 
recovery to a really profitable basis far 
away. 





Copper 











Tariff Probably Ineffective 


Fundamental inability to adjust op- 
erations to radically depressed demand 
has been the cause of present difficulties 
in the copper industry rather than pre- 
vious lack of artificial means, such as 
cartels and tariffs, to combat the situ- 
ation. ‘The new tariff of 4 cents a 
pound in the United States has been 
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approved by the President. It became 
effective June 21 this year and will be 
in operation until July 1, 1934. Pro- 
ponents of the new levy assert that 
copper quotations should now com- 
mence to soar and that difficulties will 
vanish. But even brief consideration 
reveals that the situation probably will 
be aggravated. Stocks of copper on 
hand are conservatively estimated at 
775,000 tons, most of which is already 
in the United States. Until consump- 
tion absorbs this surplus, copper pro- 
ducers cannot operate profitably for 
there will be no price rise until these 
stocks diminish. Consumption of cop- 
per normally is proportioned as fol- 
lows: electrical equipment 22%, trans- 
mission lines 13%, automobile manu- 
facturing 12%, telephone and _ tele- 
graph 11%, wire and rods 8% and the 
balance in minor industries. New elec- 
trical equipment and outdoor transmis- 
sion line erection by utilities is being 
heavily scaled down this year. Auto- 
mobile output is but a fraction of nor- 
mal and the telephone companies are 
actually losing installations. The only 
copper-consuming industry showing 
growth is the electrical refrigerator 
business but this uses only 2% of all 
copper consumed in the countty. It 
is clear that a real demand may be 
postponed indefinitely and that the sur- 
plus will be reduced slowly. 

Competition has become severe from 
an international standpoint in the past 
five years. The African mines are the 
cheapest producers in the world now, 
and their favorable situation has be- 
come strengthened further by the de- 
preciation of the pound sterling, the 
unit used by them in all operation and 
wage payments. In the event that the 
price of copper rises above 8 cents a 
pound from present quotations of 5% 
cents the large African mines can lay 
down copper in this country, despite 
the tariff of four cents a pound! 





Market Awaits Political 
Developments 
(Continued from page 267) 








depressed. ‘Thus, operations of the 
steel industry have dropped to 18 per 
cent of capacity, the lowest ebb of the 
depression. Such other accepted in- 
dexes as railroad car loadings, automo- 
bile production, construction and bank 
clearings show no significant change. 
The decline in commodity prices con- 
tinues and, while its pace is moderate, 
there is no sign of a reversal. 

Second quarter earnings, soon to be 
published, will make a generally poor 
comparison with those of a year ago. 
While they may not justify any fur- 
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ther wholesale decline in market prices 
during the summer, they will in any 
event constitute a weight under which 
important advance would be difficult, 
if not impossible. Unfortunately and 
of more current speculative influence, 
there is little reason to expect that 
third quarter earnings will be much, if 
any better. Significant demand for se- 
curities is lacking and, regardless of 
recent fireworks in one speculative 
favorite, opportunities for professional 
bullish manipulation are distinctly lim- 
ited. In the absence of a rising base 
of corporate earning power, it would 
be dangerous to expect much of purely 
psychological factors. 


. The revival signal traditionally sup- 


plied by confident advance in the bond 
market and the breaking of the jam in 
new financing is not yet provided, 
although the recent moderate rally in 
bond prices has been maintained. 
Creeping improvement here in coming 
weeks would do more than anything 
else to bolster sentiment. The cessa- 
tion of the recent foreign drain upon 
our gold supplies is tentatively hope- 
ful. It remains to be seen whether it 
will be followed by a significant re- 
versal of domestic hoarding and by an 
actual strengthening of our financial 
structure. 

Despite the many _ uncertainties 
hanging over the market, there would 
seem to be little inducement at this 
point to dispose of sound issues. A 
fresh phase of major reaction in the 
near future appears improbable. A 
stagnant market, without significant 
change in the average price level, 
would be appropriate to the season and 
to prevailing conditions. It is not a 
market in which investment accumula- 
tion can be conducted without risk, 
although it may offer relatively early 
guidance in outlining a possibly re- 
sistant bottom to deflation. 








Chrysler Corp. 
(Continued from page 288) 








that the industry's immediate future 
lay in the low-priced field introduced 
the “Plymouth” with considerable suc- 
cess. Nevertheless, the depression scope 
of the automobile market has not been 
conducive to large profits and, regard- 
less of the fact that Chrysler improved 
its position in the industry last year, 
earnings of 33 cents a common share 
cannot be considered satisfactory. 

Nor was the $2,000,000 loss in the 
first quarter of the present year any 
more satisfactory. It is understood, 
however, that some improvement has 
been registered in the present quarter 
although, in, view of the prices an- 


‘nounced for the new Plymouth fas 


April, profits—if any—cannot be other 
than small. 

While Chrysler, like nearly all the 
important automobile companies, is ex- 
ceedingly strong financially, the con 
traction which has taken place in the 
market has intensified competition to a 
point where it is not difficult to imagine 
that the industry as a whole will ac. 
tually lose money rather than make it. 
Whether Chrysler by the introduction 
of models of exceptional appeal can be 
among the minority only time can tell, 
On the other hand, as is more likely, 
should the company conform to the 
general pattern of the industry, the 
stockholder will almost certainly be 
confronted with a reduction in his in- 
come. 

wee 


Mack Trucks, Inc. 


Position of the Industry: Depressed.— 
Improvement probably depends 
upon an upturn in general busi- 
ness. 


Co.’s working capital ... . $30,592,822 
Cash or Governments 7,041,222 
Price Div. Yield 
$12 $1 8.3% 


HE severe decline in general in- 
T dustrial activity and construction 

which has taken place in the last 
two or three years has drastically re- 
duced the demand for heavy motor 
vehicles. As a result, the earnings of 
Mack Trucks, Inc., declined from 
$9.05 in 1929 to $2.60 in 1930, while 
in the past year a very substantial 
deficit was incurred. A loss was also 
reported for the first three months of 
the current year. Dividends on the 
common, however, are still being paid. 
Accompanying the last declaration, 
there was a statement to the effect that 
owing to the company’s exceedingly 
strong financial position it would be 
unjust not to make some disbursement. 
Nevertheless, unearned dividends can 
not be paid forever and unless Mack's 
business picks up materially the stock 
must inevitably drop into the “no in- 
come” class. 

There is, however, some comfort to 
be derived from the reports that the 
business is no longer becoming steadily 
worse, and that it appears to have sta 
bilized, though at a low level. Further 
more, overhead expense has been re’ 
duced materially below that of 1929 
so that, with any turn for the better, 
the company would commence to make 
money on a scale of operations which 
would have appeared ridiculously small 
a few years ago. But even admitting 
this, indications of the necessary “turn 
for the better” are hard to find and 
without more specific evidence of gen’ 
eral improvement a commitment 1 
Mack Trucks, Inc., must be regarded at 
the present time as highly speculative. 
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Pacific Gas and Electric Company 


San Francisco, California 


The Company operates in forty-six counties in Northern and Central California, with an area 


of 85,000 square miles and a population exceeding 2,760,000. 


In this field, one of the most 


rapidly growing sections in the country, it serves 618 cities and towns, and an extensive and 


diversified rural area. 


In 1931, seventy-five per cent of its revenues were derived from sales 


of electric energy, twenty-three per cent from gas sales, and two per cent from minor activities, 


COMPARATIVE INCOME ACCOUNT - 5 YEARS 




















Year 1931 Year 1930* Year 1929 Year 1928 Year 1927 
Gross Revenue (incl. Miscellaneous Income)....... $88,536,846 $86,503,256 $64,820,894 $61,788,079 $58,395,812 
Operating Expenses, Taxes (including Federal Taxes), 
Maintenance and Reserves for Insurance, Casual- 
ties and Uncollectible Accounts ................. 37,512,845 37,554,940 31,247,790 31,759,205 30,596,845 
WUE, EMCOMC? oso arhacous tawmeees $51,024,001 $48,948,316 $33,573,104 $30,028,874 $27,798,967 
Bond interest Gnd Discount. ......0.55...5 06 os cee 15,367,417 15,069,480 10,354,984 10,659,216 11,034,372 
RN 5. cs. cos eelwag ee $35,656,584 $33,878,836 $23,218,120 $19,369,658 $16,764,595 
Reserve for Depreciavion: ......<.6566.008 ee ed cece 10,865,202 9,964,963 7,477,634 5,967,320 5,378,545 
OL IING Sera CE SO aE $24,791,382 $23,913,873 $15,740,486 $13,402,338 $1 1,386,050 
Dividends Paid on Preferred Stock................ 7,803,316 7,672,427 4,840,565 4,601,630 4,384,858 
EMEMTISE d 29 Se iain ae So ousteVe ae $16,988,066 $16,241,446 $10,899,921 $ 8,800,708 $ 7,001,192 
Dividends Paid on Common Stock (8%)........... 12,198,117 11,318,242 6,191,892 5,550,574 4,892,352 
RE eer rer recy $ 4,789,949 $ 4,923,204 $ 4,708,029 $ 3,250,134 $ 2,108,840 
% Earned on Average Stock § Preferred 19.24% 18.97% 19.21% 17.51% 16.58% 
Outstanding during each year (Common.... 11.14% 11.48% 14.08% 12.68% 11.45% 


* Including for the entire year the operations of subsidiaries 


acquired in June, 1930, 


CONSOLIDATED BALANCE SHEET DECEMBER 31, 1931 











ASSETS LIABILITIES 
Plants Gnd PLOPETUES: 64.026. 5 <n8 esses $653,837,112 Common Stock Outstanding and Subscribed .$155,906,357 
I i a ile a i ala ui pnw 4,613,521 Preferred Stock Outstanding and Subscribed 114,505,657 
Discount and Expenses on Capital Stocks. 778,408 Preferred Stocks of Subsidiary Companies.. 19,006,600 
Trustees of Sinking Fund............... ’ Minority Interest in Common Stock and 
Current Assets: Surplus of Subsidiary Companies......... 216,803 
CoC ae icerccere ers $14,744,441 Funded Debt in Hands of Public........... 308,755,400 
Other Current Assets....... 15,702,757 30,447,198 Current and Accrued Liabilities............ 21,958,331 
Reserve for Renewals and Replacements.... 51,275,244 
Unamortized Bond Discount and Expenses + sent dle «-igeiinend OC OCT ee 5,262,863 
and Undistributed Suspense Items..... 18,604,059 Surplus Unappropriated ................... 31,695,125 
TRGtET RMOER. 3.0 3A dw.ese ots Sree $708,582,380 Total Liabilities: 2.6.66 ccc cas veen $708,582,380 
RECORD OF TEN YEARS’ GROWTH 

Sales of Number of Number of 

Year Ended Gross Electricity Sales of Gas Consumers Stockholders 
Dec. 31 Oper. Revenue K.W.H. Cubic Feet Dec. 31 Dec. 31 

DE Gtisnsimacemnaieresiaes $36,939,474  1,021,821,000 —11,483,551,000 598,969 18,204 

I oii Cater anc re Se aeaued 57,893,181  1,657,965,000 —_20,214,834,000 967,717 46,068 

oe cons on ace eee nine oe 61,449,592 1,774,222,000 — 21,058,369,000 —_ 1,004,340 49,068 

Ls Ser ae Ie ee icc 64,440,588 1,948,656,000 22,041,346,000 1,038,546 61,131 

Re NreR See energies: ene Wr 85,633,141 3,289,255,000  23,078,036,000 1,246,210 67.430* 

DOSE Raters nas eeninnsae tee 87,630,661 3,351,343,000 29,429,747,000 1,267,114 84,705* 
DCI Men OEE oF bu ois s asta ewan $50,691,187 2,329,522,000 17,946,196,000 668,145 66,501 
erereake: Ser MOONE fo orks oui ow Meee 137.23% 227.98% 156.28% 111.55% 365.31% 


Excluding stockholders of affiliated companies. 


Copies of the Annual Report, including Income and Surplus Accounts and Balance Sheet, certified 
by Messrs. Haskins & Sells, Certified Public Accountants, may be obtained on application to D. 


H. Foote. Vice President and Secretary-Treasurer, 245 Market Street, San Francisco, Calif. 


Inquiries regarding the Company are invited. 


























Associated Gas and Electric Company 


Summary from Annual Report for 1931 
” A YEAR when most industries were concerned with holding their own, 
the Associated Gas & Electric System and its principal unit, the Asso- 
ciated Gas and Electric Company, were able to do so in most phases of their 


operations, and make some gains in others. 
Following is the condensed consolidated income state- 


ment for the Associated Gas and Electric Company: 
$90,575,228.32 


$48,806,976.20 





EDEL ae rane or ermrae 


Operating Revenues 
Operating Expenses, Maintenance, Taxes, etc. 
Provision for Retirement (Renewals, Replacements) 

Fixed Capital—Depreciation, etc. ... 8,310,493.53 
Total Operating Expenses, ete. ............. 57,117,469.73 
Operating Income .... oe $33,457,758.59 
Other Income (Interest, Dividends, etc.) 6,284,895.36 
Gross Income $39,742,653.95 
Less—Fixed Charges and Other Deductions: Subsidiary Com- 

panies’ interest and Dividends (exclusive of that portion 

of charges ranking after Fixed Interest Requirements of 

Associated Gas and Electric Company) 15,987,702.26 
Balance $23,754,951.69 
Fixed Interest Requirements of Associated Gas and Electric 

11,661,911.48 


Company = 
$12,093,040.21 


Balance 
Bank Loans Paid 


The parent company, Associated Gas and Electric Company, by May 23, 1932 had paid all 
its bank loans and purchase money obligations which were contracted in connection with the 
Company’s period of expansion. 
The present situation is shown by the following statement : 
May 23, 1932 Dec. 31, 1931 Dec. 31, 1930 
Bank Loans None $7,450,000 $15,000,000 
None 2,990,153 8,831,793 





pee so 











Purchase Money Obligations 


Operations and Progress of the Associated System 
OPERATING REVENUES — Gross operat- 326. These gains helped offset losses from 


ing revenues, exclusive of other income, were curtailed use. 
$105,286,247, an increase of 1%. Operating ELECTRIC SERVICE—Revenues from electric 
expenses declined slightly, leaving net operat- service increased 2%. Domestic customers, 
ing revenue $48,863,692, which is 2% higher who account for 34% of electric revenues, in- 
than in 1930. This gain was offset by the creased their average annual use 6.8%, a gain 
desirability of making greater provision for offset to some extent by lower residential 
retirements, which brought the net operating rates. 
income down to $39,109,185 —5% below 4 
1930 NEW CONSTRUCTION —Over $13,000,000 
P was spent for new construction and improve- 
CUSTOMERS -There was a net gain of 6,972 ment of facilities throughout the system. 
in number of customers, increasing the total The largest single unit built was the power 
plant at Bowling Green, Kentucky. 


to 1,437,653. 

SECURITY HOLDERS— At the end of the 
NEW BUSINESS — Activities of the New year the number of holders of registered 
Business Department resulted in the sale of securities was 237,115, a gain of 23,837. Of 
electric and gas services which it is estimated this number, 13,856, or more than half, are 
will produce additional annual electric rev- customers who are investors. Customers 
enues of $4,910,705 and gas revenues of holding securities totalled 105,035 as the year 


$928,621, a total estimated gain of $5,839,- closed. 


Full annual report, including data of interest on the entire 
System, may be obtained by writing to the address below. 


61 BROADWAY NEW YORK CITY 


























